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ADoUut Us

SmarTone Telecommunications Holdings Limited is a leading provider of mobile services in Hong Kong and Macau. its goal is to better
enrich customers' lives by bringing them closer to what matters to them with a strong focus on delivering superior customer experience.'
The company's main subsidiary in Hong Kong operates as SmarTone-Vodafone, a Partner Network of Vodafone Group Ple, providing
premium service quality and leading the way in network performance, service innovation and customer service. \

SmarTone Telecommunications Holdings Limited has been listed in Hong Kong since 1996. it is a subsidiary of Sun Hung Kai Properties

Limited. |
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Mr. Anthony Devon Whaley (Deputy)

Annual Report 2006/2007







Finandcial RIgnignts

(Expressed in Hong Kong dollars in millions except per share amounts)

4 ' Year ended or as at 30 June )
2007 2006
Consolidated profit and loss account
Revenues 4,039 3,779
Profit attributable to equity holders of the Company 158 70
Earnings per share ($) 0.27 012
Dividends per share
Total for the year ($) 0.27 0.12
Special cash dividend ($) 0.85 —
Consolidated balance sheet
Total assets 5,440 5,204 !
Current liabilities (1,075) {1,005)
Total assets less current liabilities 4,365 4,199 |
Non-current liabilities {827} (750} ‘
Minority interests {27} (23) ‘
Net assets 3,511 3,426
Share capital 58 58
Reserves 3,453 3,368
Total equity attributable to equity holders of the Company 3511 3,426 |
Consolidated cashflow |
Net cash generated from operating activities 941 1,056 !
Interest received a7 67 .
Purchases of fixed assets {392} (471} '
Additions of handset subsidies {193) (284) ||
Dividends paid {include minority interests) (76) {125}
Other {80} (44)
Net increase in cash and bank balances, and held-to-maturity debt securities 297 199
. J
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Cnalrmans statement

{Financial figures are expressed in Hong Kong dollars)

I am pleased to report the results of the Group {or the year ended 30 June 2007.

Financial Highlights

Revenues of the Group increased by 7% to $4,039 million, driven by a 10% growth in mobile service revenue. Earnings before
interest, tax, depreciation and amortisation (“EBITDA") increased to $940 million, representing a growth of 15%. Profit attributable to
equity holders grew by 125% to $158 million. Earnings per share was $0.27, an increase of 126%.

Dividend

Your Board has decided to adopt a new dividend policy, under which the Group distributes each year 100% of its profit attributable to
equity holders excluding extraordinary items as dividend. In accordance with the new policy, your Board proposes a final dividend of
$0.27 per share for the year ended 30 June 2007. To improve capital structure efficiency, your Board also recommends a special cash
dividend of $0.85 per share. After distributing the aforementioned dividends, your Company continues to have sufficient financial
resources for its operations.

Business Review

Hong Kong Mobile Business
With a strong focus on delivering a superior custormer experience in alt areas of service, SmarTone-Vodafone has established its
position as the premium quality mobile operator in Hong Kong. Leading the way in network performance, service innovation as well as
customer service, the company has been improving its customer profile, reflected in the increase in ARPU and data revenue, under
very competitive market conditions.,

Mobile service revenue continued to register solid growth, with significant increase in revenue from data services and outbound
roaming ocutweighed the decline in local voice and inbound roaming revenue. Driven by the increasing popularity of 3G services, data
revenue increased by 48% and accounted for 18.5% of service revenue.

Blended ARPU registered a 6% growth to $225 and postpaid ARPU
increased by 7% to $261. Postpaid churn rate remained stable throughout
the year and was 2.3% in June 2007. The company had 1,077,600
customers as of 30 June 2007. lts 3G customer base currently represents
over 30% of postpaid customers.

SmarTone-Vodafone leads the market in innovative service propositions.
Itis the first operator to introduce a true Internet experience on mobile,
leveraging on its superior full-coverage HSPA network, now upgraded
to 7.2 Mbps, and the rapidly expanding choice of HTML-enabled HSPA
and 3G phones. Customers can now surf the web to access its infinite
variety of constantly renewed content, enjoy videos from the Internet
live on their mobiles, and share instantly Internet content with their
friends. SmarTone-Vodafone adopts a new service-based tariff for this
mobile Internet service in order to better accommodate customers’
preference for unlimited usage.

The true Internet, now on your mobile
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Lnairmans statement

{Financial figures are expressed in Hong Kong dollars)

Consistent with its strategy of serving targeted customer segments with differentiated
propositions, SmarTone-Vodafone has launched a service addressing the needs of teenagers
and their parents. Through a range of community-based services, customers can stay in
contact at all times with voice, video calling and messaging, including group instant
messaging. Rich infotainment is available on a dedicated community portal which also
provides for sharing of seif-generated content. Parents are assured of staying in touch
with their teenagers, a safe portal environment for them and effective budget management
of their spending.

Macau Mobile Business
With the growing economy of Macau, the year saw continued increase in customer number,
mobile service revenue and profits,

Prospects
The competitive environment continues to be challenging. This is likely to be exacerbated by the pending issue of new wireless
licences. Against this backdrop, your Company will continue to focus on further improving its cost efficiency in all areas of operations.

The rapid advancement of technology and the increasing convergence of communications and media offer new challenges as well as
opportunities for innovative services. Your Company is well placed to drive revenue growth by continually enriching customers' mobile
lifestyle and addressing their total communications needs. Your Company is in a strong financial position to pursue this strategy and to
compete vigorously in the market.

Appreciation

Mr. Ernest Ho-kai Lai resigned as Non-Executive Director of your Company and Mr. Wing-chung Yung has been appointed as Non-
Executive Director. | would like to express my gratitude to Mr. Lai for his invaluable contribution and advice, and welcome Mr. Yung to
the Board. | would also like to take this opportunity to extend my appreciation to our customers and shareholders for their continuing
support, my fellow directors for their guidance and insight, as well as our staff for their commitment and hard work.

Raymond Ping-luen Kwok
Chairman

Hong Kong, 28 August 2007

SmarTone Telecommunications Haldings Limited




Vianagement DISCUsSSIon and Analysis

{Firhanr:»"a)I figures are expressed in Hong Kong doliars)

Review of financial results

Revenues increased by 7% to $4,039 million {2005/06: $3,779 million)
with the growth in mobile service revenus partly offset by the drop
in handset and accessory sales. Mobile service revenue rose by
$275 millior or 10% driven by an improvement in ARPU and a modest
growth in average customer number. This outweighed the 4%
increase in cost of sales and operating expenses. As a result, earnings
before interest, tax, depreciation and amortisation ("EBITDA"} rose
by $124 million to $340 million {2005/06: $816 million}. Operating
profit increased substantially by $78 million to $183 million
{2005/06: $105 million}. Profit attributable to equity helders of the
Company surged by 125% to $158 million (2005/06: $70 million).

Revenues increased by $260 million or 7% to $4,033 million {2005/06: $3,779 million).

. Mabile service revenue grew by 10% to $3,146 million (2006/06: $2,871 million), as higher revenue from data, prepaid and
outbound roaming services outweighed the drop in local voice and inbound roaming revenue. Data service revenue reported
significant growth mainly attributable to the increasing popularity of 3G services. Local voice revenue dropped modestly due to
continued price competition in the market whereas inbound roaming revenue declined as a result of the downward pricing
pressure on global wholesale roaming tariffs.

Hong Kong blended ARPU grew by $12 to $225 {2005/06: $213) despite increasing market competition, reflecting further
improvement in the quality of the Group's customer base. Revenue growth in data, prepaid and outbound roaming services
contributed to this increase.

Hong Kong postpaid ARPU grew by $17 to $261 (2005/06: $244) despite heavy tariff discounting in the market.

Data service continued to play a pivotal role in driving revenue growth for the Group, achieving a strong 49% year-on-year
increase. This growth attests to the Group's efforts in enhancing its customer propositions for the 3G customer base. The
growing popularity and increased usage of data roaming and SmarTone-Vodafone Mobile Email services also contributed to the \
growth in data service revenue.

. Mobile telephone and accessory sales fell modastly by 2% to $893 million (2005/06: $908 million) amidst lower average unit
handset price due to keen market competition. , |

Cost of sales rose by 1% to $1,633 million {2005/06: $1,510 million} driven by higher DD, interconnect
and data service costs resulted from higher usage.

In line with the growth in mobile service revenue, operating expenses {excluding depreéiation,
amortisation and loss on disposal of fixed assets) rose by 7% to $1,566 million (2005/06: $1,467
millien). Network operating costs increased as a result of the Group’s continuing enhancement of
network capacity, quality and coverage. The rise in sales and marketing expenses was generally in
line with revenue growth. Staff costs rose mildly primarily due to headcount and salary increases.
Rental and utilities increased against a backdrop of rising office and store rent.

Sharp SX633A
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viahiageiment DISCUSSI0Nn anda Andilysis

(Financial figures are expressed in Hong Kong doliars)

Depreciation and loss on disposal of fixed assets fell modestly by $4 million to $482 million {2005/06: $486
million).

Handset subsidy amortisation increased by $46 million to $212 million {2005/06: $166 million) because of the
significant amount of handset subsidies offered for customer acquisition and retention,

Mobile licence fee amortisation increased by $5 million to $63 million {2005/06: $58 million), reflecting the full
year impact of amortisation relating to 2G mobile licences as the GSM and PCS licences were renewed in
January 2006 and September 2006 respectively.

Finance income increased substantially by $44 million to $100 million (2005/06: $56 million) attributable to a
higher average balance of bank deposits and debt securities, and improved returns thereon. Finance costs
rose by $8 million to $78 million {2005/06: $70 million) mainly due to higher accretion expenses for mobile
licence fee liabilities.

Macau operations continued to grow and delivered solid results for the year ended 30 June 2007. With
continued growth in customer number and the popularity of its SmarTone ‘Spot’ service, revenues rose by
149% to $216 million (2005/06: $189 million). Operating costs increased by 3% to $83 million
(2005/06: $81 million). As a result, operating profit grew substantially by 42% to $76 million {2005/06; $54 million).

Vodafone 710

Capital structure, liquidity and financial resources

There had been noe major changes to the Group's capital structure during the year ended 30 June 2007. The Group was financed by
share capital and internally generated funds during the year under review. The cash resources of the Group remain strong with cash
and bank balances, and investments in held-to-maturity debt securities of $2,348 million at 30 June 2007 (30 June 2006: $2,051
million).

During the year ended 30 June 2007, the Group's net cash generated from operating activities and interest received amounted to
$941 million and $97 million respectively. The Group’s major outflows of funds during the year under review were payments for the
purchase of fixed assets, handset subsidies, mobile ficence fees and 2005/06 final dividend.

The directors are of the opinion that the Group can fund its capital expenditures and working capital requirements for the financial year
ending 30 June 2008 with internal cash resources.

Treasury policy

The Group invests its surplus funds in accordance with a treasury policy approved
from time to time by the board of directors. Surplus funds are placed as deposit
with banks in Hong Kong or invested in investment grade debt securities. Bank
deposits in Hong Kong are maintained in Hong Kong or United States dollars.

The Group's investments in debts securities are denominated in either Hong
Kong or United States dollars with a maximum maturity of three years. The Group's
policy is to hold its investments in debt securities until maturity.

As at 30 June 2007 and 2006, the Group's total available banking facilities
amounted to $100 million, of which no amount was utilised.

Toshiba TS32

SmarTone Telecommunications Holdings Limited




IVlianagement DIScussion and Anatysis

{Financial figures are expressed in Hong Kong doliars)

The Group is required to arrange for banks to issue performance bonds and letters of credit on its
behalf. In certain circumstances, the Group will partially or fully collateralise such instruments by cash
deposits to lower the issuance costs. The total amount of pledged deposits as at 30 June 2007 was
$324 mitlion (30 June 2006: $320 million).

Functional currency and foreign exchange exposure

The functional currency of the Group is the Hong Kong dollar. All material revenues, expenses, assets
and liabilities, except the Group's United States dollar bank deposits and debt securities, are
denominated in Hong Kong delfars. The Group therefore does not have any significant exposure to
foreign currency gains and losses other than from its United States dollar denominated bank deposits
and debt securities. The Group does not currently undertake any foreign exchange hedging.

Contingent liabilities BlackBerry®Curve™ 8310

Performance bonds

Certain banks, on the Group's behalf, have issued performance bonds to the teltecommunications authorities of Hong Kong and Macau
in respect of obligations under licences issued by those authorities. The total amount outstanding at 30 June 2007 under these
performance bonds was $404 million {30 June 2006: $353 million).

Lease out, lease back arrangement

A bank, on the Group's behalf, had issued a letter of credit to guarantee the Group's obligations under a lease out, lease back
arrangement entered into during the vear ended 30 June 1999. This letter of credit is fully cash collateralised using surplus cash
deposits. The directors are of the opinion that the risk of the Group being required to make payment under this guarantee is remote.

Employees and share option scheme
The Group had 1,692 full-time employees as at 30 June 2007 (30 June 2006: 1,622), with the majority of them based in Hong Kong.
Total staff costs were $395 million for the year ended 30 June 2007 {2005/06: $368 million).

Employees receive a remuneration package consisting of basic salary, bonus and other benefits. Bonus payments are discretionary
and depend, inter-alia, on both the Group's performance and the perfarmance of the individual employee. Benefits include retirement
schemes, medical and dental care insurance. Employees are provided with both internal and external training appropriate to each
individual’'s requirements.

The Group has a share option scheme under which the Company may grant options io participants, including directors and employees,
to subscribe for shares of the Company. During the year ended 30 June 2007, no share options were granted, 28,500 options were
exercised to subscribe for 28,500 shares in the Company, and 1,152,500 share options were cancelled or lapsed. At 30 June 2007,
10,663,500 (30 June 2006: 11,834,500) share options were outstanding.

Annual Report 2006/2007
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Report or the birectors

{Financial figures are expressed in Hong Kong dollars)

The Directors submit their report together with the audited financial statements for the year ended 30 June 2007.

Principal activities
The principal activity of the Company is investment holding. The activities of its principal subsidiaries are shown in note 19 to the
financial statements.

Results
The results of the Group for the year ended 30 June 2007 are set out in the consolidated profit and loss account on page 38.

Dividend

The directors recommended the payment of a final dividend for the year ended 30 June 2007 of $0.27 per share {2005/06: $0.12 per
share). As no interim dividend was paid during the year {2005/06: nil), the proposed final dividend makes a total dividend for the year
of $0.27 per share (2005/06: $0.12 per share). To improve capital structure efficiency, the directors alsc recommended the additional
payment of a special cash dividend of $0.85 per share {2005/06: nil}.

Five year financial summary
A summary of the results and of the assets and liabilities of the Group for the last five financial years is shown on page 36.

Reserves
Movements in the reserves of the Group and the Company during the year are set out on pages 43 and 44 respectively.

Distributable reserves

The reserves available for distribution to the shareholders of the Company amounted to $3,668,997,000 at 30 June 2007 (30 June
2006:; $3,707,286,000).

Donations
During the year, charitable and other donations made by the Group amounted to $432,000 (2005/6: $2,000).

Fixed assets
Details of the movements in fixed assets are shown in note 18 to the financial statements.

Share capital
Details of the movements in share capital of the Company are shown in note 29 to the financial statements.

SmarTone Talecommunications Heldings Limited




RepOort or the virectors

{Financial figures are expressed in Hong Kong dollars]

Directors
The Directors of the Company during the year and up to the date of this report were:

*  Mr. Raymond Ping-luen Kwok ** Dr. Eric Ka-cheung Li, JP
Chairman
** Mr. Leung-sing Ng, JP
Mr. Douglas Li
Chief Executive Officer ** Mr. Xiang-dong Yang

Mr. Patrick Kai-lung Chan ** M. Eric Fock-kin Gan

*  Mr. Ernest Hoi-kai Lai
{Resigned on 4 April 2007)

*  Mr. Michael Yick-kam Wong
*  Mr. Andrew Sing-tak So

* M. Wing-yui Cheung

*  Mr. David Norman Prince

*  Mr. Wing-chung Yung

{Appointed on 4 April 2007)

*  Non-Executive Director
** Independant Non-Executive Director

In accordance with Bye-law No. 110(A) of the Company’s Bye-laws, Messrs. Douglas Li, Patrick Kai-lung Chan, Eric Ka-cheung Li and
Leung-sing Ng retire by rotation, and Mr. Wing-chung Yung retires in accordance with Bye-law No. 101 at the forthcoming annual
general meeting. All retiring Directors, being eligible, offer themselves for re-election. All remaining Directors shall continue in office.

The term of office of the Non-Executive Directors shall be governed by the provisions of Bye-laws No. 110 and No. 111 of the
Company.

The Board has received from each Independent Non-Executive Director a written annual confirmation of their independence and is
satisfied with their independence in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”}.

Directors’ service contracts

Under an employment contract between the Company and Mr. Douglas Li dated 31 May 2001, Mr. Douglas Li has bheen appointed to
act as Executive Director and Chief Executive Officer of the Group with effect from 17 July 2001. The contract can be terminated by
the Company by not less than 6 calendar months’ notice {or payment in lieu of notice).

Under an employment coniract between the Company and Mr. Patrick Kai-lung Chan dated 1 May 2002, Mr. Patrick Kai-lung Chan has
been appointed to act as Executive Director of the Group with effect from 15 May 2002. The contract can be terminated by the
Company by not less than 6 calendar months’ notice {or payment in lieu of notice).

Apart from the above, none of the Directors has a service contract with the Company with a term of more than 3 years and which is
not determinable by the Company within one year without payment of compensation, other than statutory compensation.

Annuat Report 2006/2007
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REPOrt or tne pirectors

{Financial figures are expressed in Hong Kong dollars)

Directors’ emoluments

The emoluments payable to the Directors of the Company are based on terms of the respective service contracts, if any. The director's
fee payable is subject to annual assessment, approval and authorisation by shareholders at annual general meetings. Details of the
emoluments paid and payable to the Directors of the Company for the financial year ended 30 June 2007 are shown in note 12 to the
financial statements.

Directors’ interests in contracts of significance

Apart from the connected transactions referred to in this report, no other contracts of significance in relation to the Group's business
to which the Company or its subsidiaries was a party and in which a Director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time during the year.

Biographical details of Directors and senior management
Brief biographical details of the Directors and senior management are set cut on pages 31 to 35.

Directors’ and chief executive's interests

As at 30 June 2007, the interests or short positions of the Directors and chief executive of the Company in the shares, underlying
shares and debentures of the Company or any of its associated corporations {within the meaning of Part XV of the Securities and
Futures Ordinance (the "SFO")} which were notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO {including interests or short positions which they were taken or deemed to have under such provisions of the SFO), or
which were recorded in the register required to be kept by the Company under section 352 of the SFO, or which were required,
pursuant to the required standard of dealings by Directors as referred to in the “Model Code for Securities Transactions by Directors
of Listed Issuers™ of the Listing Rules, to be natified to the Company and the Stock Exchange, were as foliows:

1. Long positions in shares and underlying shares of the Company

Number of shares held
Family

Personal interests Corporate Number of

interests  (interests of interests underlying
{held as spouse or linterests of shares held % of
beneficial child controlled Other under equity shares in
Name of Director owner) under 18]  corporation) interests Total  derivatives Total issue
Raymond Pinguen Kwok — — — 2,237.767! 2,237.767 — 2237767 0.38
Douglas Li — — — — — 3,000,000 3,000,000 0.52
Patrick KaiHung Chan — — — — — 1,103,5002 1,103,500 0.19

Naotes:

I Mr. Raymond Fing-luen Kwok was deemed to be interested in these shares by virtue of being beneficiary of certain discretionary trust(s) for the
purpose of the SFO.

z These represented the interests in the underlying shares of the Company in respect of the shares options {being regarded for the time baing as
unlisied physically settled equity derivatives) granted by the Company, the details of which are set out in the section entitled “Share Option
Scheme”.

SmarTone Telecommunications Holdings Limited
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Report ot the Directors

(Financial figures are expressed in Hong Kong doliars)

Long positions in shares and underlying shares of the associated corporations of the Company

{a)  Sun Hung Kai Properties Limited {("SHKP"}

Number of shares held
Family

Personal interests Corporate Number of

interests  {interests of interests underlying
(held as spouse or  (interests of shares held % of
beneficial child controlled Other under equity shares in
Name of Director owner} under 18}  corporation} interests Total  derivatives Total issue
Raymond Ping-uen Kwok 75,000 — — 1,086,165,895" 1,086,240,895 — 1,086,240,895 43.59
M:chael Yick-kam Wong 145,504 — - — 145,904 — 145,904 0
Eric Ka-cheung Li — — 18,000 — 18,000 - 18,000 0

Note:

* Of these shares in SHKP, Mr. Raymeond Ping-luen Kwok was deemed to be interested in 1,062,988,347 shares by virtue of being beneficiary
of certain discretionary trusts for the purpose of the SFQ.

{b)  SUNeVision Holdings Ltd. {*SUNeVision”)

Number of shares held
Family

Personal interests Corparate Number of

interests  [interests of interests underlying
{held as spouse or  {interests of shares held % of
beneficial child controlled Other under equity shares in
Name of Director owrler) under 18]  corporation] interests Total  derivatives Total issue
Raymond Ping-tuen Kwok — — — 1,742,500 1,742,500 - 1,742,500 0.08
Michael Yick-kam Wong 100,000 — — — 100,000 — 100,000 0
Andrew Sing-tak So 326,667 — — - 326,667 133,333 460,000 0.02

Notes:

I Of these shares in SUNeVision, Mr. Raymond Ping-luen Kwok was deemed to be interested in 1,070,000 shares by virtue of being
beneficiary of certain discretionary trusts for the purpose of the SFQ.

as unlisted physically settled equity derivatives) granted by SUNeVision.

These represented the interests in the underlying shares in SUNeVision in respect of the shares options (being regarded for the time being

Annual Repart 2006/2007
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Report ot tne birectors

{Financial figures are expressed in Hong Kong dollarsi

(¢t Mr. Raymond Ping-luen Kwok had the following interests in shares of the following associated corporations:

Attributable  Attributable % Actual
holding of shares in holding Actual %
through issue through through interests in
Name of associated corporation corporation corporation corporation issued shares
Splendid Kai Limited 2,500 25 1,500’ 15
Hung Carom Company Limited 25 25 15} 15
Tinyau Company Lirmited 1 50 17 50
Open Step Limited 8 80 4 40

Note

- Mr. Raymond Ping-luen Kwok was deemed to be interested in these shares for the purpose of the SFO. These shares were held by
corporations in which Mr. Kwok was entitled to conirol the exercise of ane-third or more of the voting sights in the general meetings of
those corporations.

Save as disclosed above, at 30 June 2007, none of the Directors and chief executive (including their spouses and children under 18
years of age) and their respective associates had or deemed to have any interests or short positions in shares, underlying shares or
debentures of the Company, its subsidiaries or any of its associated corporations that were required to be entered into the register
kept by the Company pursuant to section 352 of the SFO or were required to be notified to the Company and the Stock Exchange
pursuant to Part XV of the SFO or pursuant to the “Model Code for Securities Transactions by Directors of Listed Issuers” of the
Listing Rules.

Share Option Scheme

Pursuant to the terms of the share option scheme adopted by the Company on 15 November 2002 {the “Share Option Scheme™}, the
Company may grant options to the participants, including directors and employees of the Group, 10 subscribe for shares of the
Company.

1. Principal terms of Share Option Scheme
A summary of the principal terms of the Share Option Scheme is set out below pursuant to the requirements as contained in Chapter
17 of the Listing Rules:

{a} Purpose
The purpose of the Share Option Scheme is to reward participants who have made a valuable contribution to the growth
of the Group and to enable the Group to recruit and/or to retain employees who are regarded as valuable to the Group or
are expected to be able to contribute to the business development of the Group.

(b}  Participants
Any employee, agent, consultant or representative of the Company or any of the subsidiaries, including any director of the
Company or any of the subsidiaries who has made valuable contribution to the growth of the Group based on his work
experience, industry knowledge, performance, business connections or other relevant factors, wilt be eligible 1o participate
in the Scheme at the invitation of the Directors.

SmarTone Telecommunications Holdings Limited
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{d)

(el

{f)

{g)

(h}

Report or tne Directors

{Financial figures are expressed in Hong Kong doliars)

Maximum number of shares available for issue

The Company can issue options so that the total number of shares that may be issued upon exercise of all options to be
granted under all the share option schemes does not in aggregate exceed 10% of the shares in issue on the date of
adoption of the Share Option Scheme. The Companry may renew this limit at any time, subject to shareholders’ approvai
and the issue of a circular and in accordance with the Listing Rules provided that the number of shares to be issued upan
exercise of all outstanding options granted and yet to be exercised under all the share optian schemes does not exceed
30% of the shares in issue from time to time. At 28 August 2007, the number of shares available for issue in respect
thereof is b6,168,134 shares which represents approximately 9.70% of the issued ordinary shares of the Company.

Maximum entitlement of each participant

The maximum entitlement for any participant is that the total number of shares issued and to be issued upon exercise of
options granted and to be granted in any 12-month period up to the date of the latest grant does not exceed 1% of the
relevant class of shares in issue.

Time of exercise of option
No option may be exercised later than 10 years after it has been granted and no option may be granted more than 10 years
after the date on which the Scheme is adopted by the Company in general meeting.

The Scheme does not specify any minimum holding period before the option can be exercised but the Board has the
authority to determine the minimum holding pericd when the options are granted.

Payment on acceptance of option

Acceptance of offer to grant an option shall be sent in writing together with a remittance in favour of the Company of
$1.00 by way of consideration for the grant and must be received by the Secretary of the Company within 28 days from
the date of the making of such offer.

Basis of determining the exercise price

The option price per share payable upon the exercise of any option will be determined by the Directors upon the grant of
such option. It will be at least the higher of (i) the average closing price of a share as stated in the daily quotations sheets
issued by the Stock Exchange for the 5 business days immediately preceding the day of offer of such option; {ii) the
closing price of a share as stated in the Stock Exchange's daily quotations sheet an the day of offer of such option, which
must be a business day; and (i) the nominal value of a share.

Remaining life of the Scheme

The Share Cption Scheme shall be valid and effective for a period of 10 years commencing from the adoption of the
Scheme on 15 November 2002.
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2. Movement of share options
Movements of the share options granted to the participants pursuant to the Share Option Scheme during the year ended 30 June
2007 are as follows:

Qutstanding Granted Exercised Cancelled/  Outstanding
Date of Exercise Exercise at 1 July during the during the Lapsed during at 30 June
Grantee grant price period 2006 year year the year 2007
$
Directors
Couglas L 10 February 2003 9.29 10 February 2003 to 3,000,000 — — — 3,000,000
16 July 2011
Patrick Kai-lung 10 February 2003 9.20 2 May 2003 10 133,5002 — — — 133,600
Chan 1 May 2012
5 February 2004 9.00 5 February 2005 to 970,0003 — — — 970,000
4 February 2014
Employees 5 February 2004 9.00 5 February 2005 to 7,152,000 — — (795,000) 6,357,000
4 February 2014
§ Decermnber 2004 8.0 6 December 2005 to 193,000 — — {193,000} —
5 December 2014
4 January 2005 8.70 4 January 2006 to 193,000 — {28,500) {164,500} —
3 January 2015
1 March 2005 9.05 1 March 2006 1o 193,000 — — 183,000
28 February 2015
Notes:

1 The eptions, in the ariginal number of 5,000,000, can be exercised up to 20% from 10 February 2003, up to 40% from 17 July 2003, up to 60%
from 17 July 2004, up to 80% from 17 July 2005 and in whole from 17 July 20086.

z The options, in the original number of 200,000, can be exercised up to one-third from 2 May 2003, up to two-thirds from 2 May 2004 and in whole
from 2 May 2005,

3 The options can be exercised up to one-third from 5 February 2005, up to two-thirds from 5 February 2006 and in whole frem 5 February 2007.

Other than the share options stated above, no share options had been granted by the Company to other participants pursuant to the
Share Option Scheme. Save as disclosed above, no other share options were granted, exercised, cancelled or lapsed during the year.
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3. Valuation of share options

No share options was granted for the financial years ended 30 June 2006 and 2007, howaver, in assessing the value of the share
options granted in prior years, the Black-Scholes option pricing medel adjusted for dividends (the "Black-Scholes Model”) was used.
The Black-Scholes Model is one of the generally accepted methodologies used to calculate the value of options and is one of the
recommended option pricing models set out in Chapter 17 of the Listing Rules, The variables and assumptions adapted in assessing
the value of the share options granted in prior years under the Black-Scholes Model are as follows:

{a) Expected life of the options
The expected life of the options used in the calculation represents the weighted average expected life of the options as
measured from the date of grant {the “Measuremant Date”).

(b} Risk free interest rate
The risk free interest rate used in the calculation represents the weighted average yield of the retevant Hong Kong
Exchange Fund Notes corresponding to the expected life of the options as at the Measurement Date.

(c}  Expected volatility

The expected volatility used in the calculation represents the annualised volatility of the closing price of the Company for
the last 12 maonths from the Measurement Date.

{d) Expected dividend vyield
The expected dividend yield used in the calculation represents the average dividend yield for the two financial years
ended 30 June 2003 and 2004.

No adjustment has been made for possible future forfeiture of the options. The change in accounting policy following the adoption of
the new HKFRS 2 resulted in the recognition of the fair value of options granted as staff cost with a corresponding increase in a capital
reserve within equity. The equity amount is recognised in the capital reserve until either the options are exercised (when it is transferred
to the share premium account) or the options expireflapse {when it is released directly to retained profits).

It should be noted that the value of options calculated using the Black-Scholes Model is based on various assumptions and is only an
estimate of the value of share options granted. It is possible that the financial benefit accruing to the grantee of an option will be
considerably different from the value determined under the Black-Scholes Model.

Discloseable interests and short positions of shareholders under the SFO

As at 30 June 2007, the long positions of persons, other than Directors or chief executive of the Company, being 5% or more in the
interest in shares of the Company as recorded in the register required to be kept by the Company under section 336 of the SFO, were
as follows:

Total number % of shares
Name of shares in issueg
Cellular 8 Holdings Limited (“Cellular 842 306,439,472 52.82%
Sun Hung Kai Properties Limited (*SHKP")32 320,607,397 55.26%
HSBC International Trustee Limited {("HSBC")? 321,492,208 55.41%
Marathon Asset Management Limited 52,610,896 9.07%
Brandes Investment Partrers, L.P. 47,367,330 8.16%
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Notes:

I For the purposes of the SFO, the interest of Cellular 8 in the 306,439,472 shares of the Company noted above against the name of Cellular B is
also attributed to SHKP on the basis that SHKP controls ene-third or more of Cellular 8. The number of shares noted above against the name of
SHKP therefore duplicates the interest of Cellular 8.

2 For the purposes of the SFO, the same interest of Cellular 8 is also attributed to those subsidiaries of SHKP through which SHKP holds its interest
in Cellular 8. Those subsidiaries are TFS Development Company Limited and Fourseas Investments Limited.

3 For the purposes of the SFD, the interesi of SHKP noted above against its name (and the interest of each of its subsidiaries noted above) is also

attributed to HSBC by reference 1o the interests in shares which HSBC holds (or deemed to hold) in SHKP. The number of shares noted above
against the name of HSBC therefore duplicates the interest of SHKP.

Save as disclosed above, as at 30 June 2007, no other parties had registered as having an interest of 5% or more in the shares or
underlying shares of the Company or having short positions as recorded in the register kept under section 336 of the SFO.

Arrangement to purchase shares or debentures

Other than the share options as menticned above, at no time during the year was the Company or any of its subsidiaries or the
Company’s holding company or any subsidiaries of the holding company a party to any arrangement to enable the Directors of the
Company to acquire benefits by means of the acquisition of shares in or debentures of the Company or of any other body corporate.

Directors’ interests in competing business
None of the Directors of the Cornpany has interest in any business which may compete with the business of the Group.

Sufficiency of public float
Based on the information that is publicly available to the Company and within the knowledge of its Directors, it is confirned that there
is sufficient public float of the Company’s shares in the market at the date of this report.

Purchase, sale or redemption of shares
During the year ended 30 June 2007, the Company repurchased 2,641,000 shares on the Stock Exchange of Hong Kong. These
repurchased shares were cancelled. Please refer 10 note 29 of the notes to the financial statements for details of the repurchases.

The aggregate price of the repurchased shares (before expenses) in the amount of $22,082,000 has been charged against the retained
profits and contributed surplus accounis. A sum equivalent to the nominal value of the repurchased shares amounting 1o $264,000
has been transferred from retained profits 10 capital redemption reserve.

Save as disclosed above, at no time during the year ended 30 June 2007 was there any purchase, sale or redemption by the Company,
or any of its subsidiaries, of the Company's shares.

Pre-emptive rights
There is no provision for pre-emptive rights under either the Company’s Bye-faws or the laws in Bermuda.

Management contracts

No contracts concerning the management and administration of the whole or any substantial part of the business of the Company
were entered into or existed during the year.
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Major customers and suppliers
The percentages of the Group's purchases attributable to major suppliers are as follows:

Percentage of purchases attributable to the Group's largest supplier 1%
Percentage of purchases attributable to the Group’s five largest suppliers 31%

None of the Directors and their associates had an interest in the major suppliers noted above.

During the year, the Group sold less than 30% of its total goods and services to its five largest customers.

Connected transactions

1. Certain related party transactions as disclosed in note 32 to the financial statemenis also constituted connected transactions.
The following transactions between certain connected persons (as defined in the Listing Rules) and the Group have been
entered into and/or are continuing for which relevant announcements, if necessary, had been made by the Company in accordance
with the requirements of the Listing Rules.

Company, have leased premises to the Group for use as offices, retail shops and warehouses and have granted licences
to the Group for the installation of base stations, antenna and telephone cables on certain premises owned by them. For
the year ended 30 June 2007, rental, licence fees and management fees paid and payable totalled $65,401,000.

{b)  Certain wholly-owned subsidiaries of SHKP provided general insurance services to the Group. For the year ended 30 June

l

|

|

)

I

{a)  Certain subsidiaries and associates of Sun Hung Kai Properties Limited ("SHKP"), the controlling shareholder of the |
l

l

|

|

2007, insurance premiums paid and payable were $3,630,000. ’

The above transactions have been reviewed by the Company's Independent Non-Executive Directors. The Independent Non- :
Executive Directors confirmed that these continuing connected transactions were entered into by the Group in the ordinary and I
usual course of business and on normal commercial terms or on terms no less favourable than terms available from independent '
third parties, :

|

The Independent Non-Executive Directors also confirmed that the transactions were entered into in accordance with the
agreements governing such transactions on terms that are fair and reasonable and in the interests of the shareholders of the
Company as a whole,

I
The auditors of the Company further confirmed that the continuing connected transactions (i} have received the approval of the }
Company's Board of Directors; {ii) have been entered into in accordance with the relevant agreements governing the transactions; |
and (iii) have not exceeded the cap for each category disclosed in previous announcement.

2. At 30 June 2007, the Group had an interest in an associate, the major shareholder of which is a subsidiary of SHKP. The principal I
activity of the associate is to invest in an equity fund which primarily invests in technology related companies in the People’s
Republic of China.

The above disclosure of the continuing connected transactions of the Group has complied with the disclosure requirements in accordance
with the Listing Rules.
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Auditors

The financial statements have been audited by PricewaterhouseCoopers who retire and, being eligible, offer themselves for re-
appointment. As recommended by the Audit Committee, a resolution for their re-appointment as auditors of the Company will be
proposed at the forthcoming Annual General Meeting.

On behalf of the Board
Raymond Ping-luen Kwok
Chairman

Hong Kong, 28 August 2007
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Corporate Governance

The Company is committed to building and maintaining high standards of corporate governance. Threugheut the financial year ended
30 June 2007, the Company has applied the principles and complied with the reguirermnents set out in the Code on Corporate Governance
Practices {the "CG Code”} contained in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited {the “Listing Rules”) with the only deviation from code provision A.4.1 in respect of the service term of non-executive
directors. Non-Fxecutive Directors of the Company are not appointed with specific term but they are required to retire from office by
rotation and are subject to re-election by shareholders at annual general meeting at least once in every three years.

The Board will continue to moniter and review the Company’s corporate governance practices to ensure compliance with the CG
Code.

The Board
Roles of Directors

The Board assumes respensibility for leadership and contral of the Company and is collectively responsible for promoting the success
of the Company. The principle roles of the Board are:

. to lay down the Group's objectives, strategies and policies;
. to monitor operating and financial performance; and
. to set appropriate policies to manage risks in pursuit of the Group's strategic objectives.

The Board has delegated the day-to-day operation responsibility to the management under the supervision of the Chief Executive
Officer anc various Board committees.

Composition
The Board of Directars, which currently comprises 12 Directors, is responsible for supervising the management of the Group.

The presence of 10 Non-Executive Directors, of whom 4 are independent, is censidered by the Board to be a reasonable balance
between Executive and Non-Executive Directors.

The Non-Executive Directors who offer diversified expertise and experience, contribute significantly to the important function of
advising management on strategy and policy development. They also serve to ensure that the Board maintains ﬁigh standards of
financial and other mandatory reporting as well as to provide adequate checks and balances for safeguarding the interests of the
Company and the shareholders as a whole.

Except for those relationships disclosed in the biographical details of the Directors set out on pages 31 to 35 of the Annual Report, the
Directors have no other financial, business, family or other matsrialfrelevant relationships with each other.

The Board has received from each Independent Nen-Executive Director a written annual confirmation of their independence and is
satisfied with their independence in accordance with the Listing Rules.

The Company maintains appropriate liability insurance to indemnify its Directors for their liabilities arising out of corporate activities.
The insurance coverage is reviewed on an annual basis.
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Appointment and re-election of Directors
All Directors, including the Chairman and the Chief Executive Officer, are required to retire from office by rotation and are subject to re-
election by shareholders at annual general meeting once every 3 years.

Under the Company’s Bye-laws, cne-third of the Directors, who have served longest on the Board, must retire and be eligible for re-
election at each annual general meeting. As such, no director has a term of appointment longer than 3 years, To further enhance
accountability, any further re-appointment of an Independent Non-Executive Director who has served the Company's Board for more
than 9 years will be subject to separate resolution te be approved by shareholders.

Directors appointed to fill casual vacancy shall hold office only until the first general mesting after their appointment, and shall be
subject to re-election by shareholders.

Directors’ duties )

All Directors must keep abreast of their collective responsibilities as Directors and of the business and activities of the Group. As such,
briefings are provided and arganised te ensure that the newly appointed Directors are familiar with the role of the Board, their legal and
other duties and responsibilities as Directer as well as the business and corporate governance practices of the Group. The Company
Secretary will continuously update all Directors on latest developments regarding the Listing Rules and other applicable regulatory
requirements to ensure compliance of the same by ali Directors.

Chairman and Chief Executive Officer

In order to reinforce their respective independence, accountability and responsibility, and to avoid power being concentrated in any
one individual, the role of the Chairman is separate from that of the Chief Executive Officer. The Chairman of the Group is Mr.
Raymond Ping-luen Kwok and the Chief Executive Officer of the Group is Mr. Douglas Li. Their respective responsibilities are clearly
established and defined by the Board in writing. The Chairman is responsitle for ensuring that the Board is functioning properly, with
good corporate governance practices and procedures, whilst the Chief Executive Officer, supported by the executive Director and
senior management, Is responsible for managing the Group's businesses, including the implementation of major strategies and
initiatives adopted by the Board.

Board process

The Board of Directors meets regularly at least 4 times every year. The Directors participated in person or through electronic means of
communication. At least 14 days notice of all board meetings were given to all Directors, who were given an opportunity to include
matters in the agenda for discussion. The finalised agenda and accompanying board papers were sent to all Directors at least 3 days
priar to the meeting.

During regular meetings of the Board, the Directors discuss the overall strategy as wel! as the operation and financial performance of
the Group. The Board has reserved for its decision or consideraticn matters covering overall Group strategy, major acquisitions and
disposals, annual budgets, annual and interim results, approval of major capital transactions and other significant operational and
financial matters. Board meetings are scheduled one year in advance to facilitate maximum attendance of Directars. All Directors are
kept informead on a timely basis of major changes that may affect the Group’s businesses, including relevant rules and regulations.
Directors can also seek independent professional advice in performing their duties at the Company's expense, if necessary.

The Company Secretary records the proceedings of each board meeting in detail by keeping detailed minutes, including ali decisions
by the Board together with concerns raised and dissenting views expressed (if any). All minutes are open for inspection at any
reasonable time on request by any Director.
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The Board held 4 regular meetings during the financial year ended 30 June 2007. Attendance of the individual Directer at Board
meetings held during the year is as follows:

Directors Number of Board meetings attended

Executive Directors
Mr. Douglas Li {Chief Executive Officer) 4/4
Mr. Patrick Kai-lung Chan 4/4

Non-executive Directors

Mr. Raymond Ping-luen Kwok {Chairman) 444
Mr. Ernest Ho-kai Lai * 33
Mr. Michae! Yick-kam Wong 4/4
Mr. Andrew Sing-tak So A/4
Mr. Wing-yui Cheung 3/4
Mr. David Norman Prince 1/4
Mr. Wing-chung Yung ** 11

Independent non-executive Directors

Dr. Eric Ka-cheung Li 4/4
Mr. Leung-sing Ng 3/4
Mr. Xiang-dong Yang 2/4
Mr. Eric Fock-kin Gan 4/4

*  Resigned as Director on 4 April 2007
**  Appointed as Director on 4 Aprif 2007

Board Committees
The Board has established the following committees with defined terms of reference, which are of no less exacting terms than those
set out in the CG Code.

Board Supervisory Committee {the”BSC")

The Board has delegated the duties of overseeing management performance, monitoring execution of business plans and initiatives,
and ensuring adherence to corporate objectives to the BSC. Members of the BSC are made up of the Chairman of the Board, the Chief
Executive Officer, the Executive Direcior and senior executives of the Company. Non-Executive Directors are welcomed 1o join the
BSC at their discretion.

The BSC meets regularly throughout the year on a monthly basis to review and monitor the overal) strategy implementation as well as
the business operation and financial perfermance of the Group and 1o properly inform the Board of the status of such operations and
performance. BSC meetings are scheduled in advance to facilitate maximum attendance of Directors/members.

Remuneration Committee
The chairman of the Committee is Or. Eric Ka-cheung Li, an Independent Non-Executive Director of the Company and other members
include Mr. Leung-sing Ng and Mr. Andrew Sing-tak So, the majority being Independent Non-Executive Directors of the Company.

The Remuneration Committee is responsible for formulating and recommending to the Board the remuneration policy, determining
the remuneration of executive directors and members of senior management of the Group, as well as reviewing and making
recommendations on the Company’s share option scheme, bonus structure and other compensation-related issues. The Committee
consults with the Chairman and/or the Chief Executive Officer on its proposals and recommendations, and also has access to professional
advice if deemed necessary by the Committee. The Committee is also provided with other resources enabling it to discharge its
duties. The specific terms of reference of the Remuneration Committee is available on request and also accessible on the Company's
website. :
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Remuneration policy for Directors

The primary goal of the remuneration policy for executive directors and senior management is to enable the Company to retain and
motivate executive directors and senior management by linking their compensation with performance as measured against corporate
objectives.

The principal elements of the Company's executive remuneration package include basic salary, discretionary bonus and share option.
In determining guidelines for each compensation element, the Company will make referance to market remuneration surveys on
companies operating in similar businesses.

The remuneration of non-executive directors, mainly comprising directors’ fees, is subject to annual assessment with reference to the
market standard and recommendation will be made by the Committee for shareholders’ approval at annual general meeting.
Reimbursement is allowed for out-of-pocket expenses incurred in connection with the performance of their duties including attendance
at Company meetings.

Nomination Committee
The chairman of the Committee is Mr. Eric Fock-kin Gan, an Independent Non-Executive Director of the Company and other members
include Mr. Leung-sing Ng and Mr. David Norman Prince, the majority being Independent Non-Executive Directors of the Company.

The Nomination Committee is responsible for formulating nomination policy, and making recommendations to the Board on nomination
and appointment of directors and beard succession. The Committee will also review the size, structure and composition of the Board.
The Committee is provided with sufficient resources enabling it to discharge its duties. The specific terms of reference of the Nomination
Committes is available on request and also accessible on the Company's website.

The Nomination Committee has reviewed and recommended the re-appointment of the retiring Directors for shareheolders” approval
at the forthcoming Annual General Meeting.

Audit Committee

The Audit Committee is accountable to the Board and assists the Board in meeting its responsibilities for ensuring compliance with
the financial reporting obligations and corporate governance requirements as well as reviewing the effectiveness of the Company's
system of internal control.

The Audit Committee, established in 1999, is currently chaired by Dr. Eric Ka-cheung Li, an Independent Non-Exacutive Director with
professional accounting expertise, and the other members are Mr, Leung-sing Ng, Mr. Eric Fock-kin Gan and Mr. Michael Yick-kam
Wong, with the majority being Independent Non-Executive Directors of the Company. The Committee members possess appropriate
business or financial expertise and experience to provide relevant advice and recommendations to the Company.

The Audit Committee's primary duties include ensuring the Group’s financial statemants, annual and interim reports, and the auditors’
report present a true and balanced assessment of the Group's financial position; reviewing the Group's financial control, internal
control and risk management systems; reviewing the Group’s financial and accounting pelicies and practices; and recommending the
appointment and remuneration of external auditors. Other duties of the Audit Committee are set out in its specific terms of reference,
which is available on request and also accessible on the Company's website. The Audit Committes is provided with sufficient resources
enabling it to discharge its duties.

The Audit Committee met 3 times during the financial year ended 30 June 2007 to review with senior management and the Company's
internal and external auditors the Group's significant internal controls and financial matters as set out in the Committee’s terms of
reference. The Committee’s raview covers the audit plans and findings of internal and external auditors, external auditor's independence,
the Group's accounting principles and practices, listing rules and statutory compliance, internal controls, risk management and financial
reporting matters {including the interim ancd annual accounts for the Board's approvai).
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Attendance of the individual Directer at Audit Committee meetings held during the year is as follows:

Directors Number of meetings attended
Dr. Eric Ka-cheung Li (Chairman} 3/3
Mr. Leung-sing Ng 313
Mr. Michaet Yick-kam Wong 1/3
Mr. Eric Fock-kin Gan 2/3

The Audit Committee also held a meeting on 17 August 2007 and reviewed the relevant financial statements as well as the internal
audit reports of the Group for the yvear ended 30 June 2007. The Committee is content that the accounting policies and methods of
computation adopted by the Group are in accordance with the current best practices in Hong Kong. The Committee found no unusual
items that were omitted from the financial statements and was satisfied with the disclosures of data and explanations shown in the
financial statements.

External auditors’ independence
In order to further enhance independent reporting by external auditors, part of the aforementioned meetings was attended only by the
Committee members and extemal auditors in the absence of the management.

The nature and ratio of annual fees to external auditors for non-audit services and for audit services are subject to scrutiny by the Audit
Commiitee. The provision of non-audit services by the external auditors requires prior approval of Audit Committee so as to ensure
that the independence and cbjectivity of the external auditors will not be impaired. Details of the fees paid or payable to the auditors
for the financial year ended 30 June 2007 are as follows:

HK$
Total audit fee
- interim review and final audit 1,724,000
Other services 730,000
Total fees 2,454,000

The Committee received written confirmation from PricewaterhouseCoopers on their independence and objectivity as required under
the Professional Ethics Statement 1.203A "Independence for Assurance Engagements” issued by the Hong Kong Institute of Certified
Public Accountants before commencement of the annual audit of the Group's financial statements for the year ended 30 June 2007,

The Committee is satisfied with the findings of their review of the audit fees, process and effectiveness, independence and objectivity
of PricewaterhouseCoopers and has recommended the Board 10 propose a resolution of their re-appointment as the Company’s
external auditors at the forthcoming Annual General Meeting.

Directors’ and auditors’ responsibilities for the accounts

The Board is responsible for presenting a balanced, clear and comprehensible assessment of the Group’s performance and prospects.
The Directors are responsible for the preparation of accounts which give a true and fair view of the state of affairs and of the results
and cash flows of the Group on a going concern basis. The Company’s accounts are prepared in accordance with all relevant siatutory
requirements and applicable accounting standards. The Directors are responsible for ensuring that appropriate accounting policies are
selected and applied consistently and that judgments and estimates made are prudent and reasonable. The Directors are also responsible
for keeping proper accounting recerds which disclose with reasonable accuracy at any time the financial position of the Group.

The responsibilities of the auditors for the accounts are set out in the Auditors' Report on Page 37 of this Annual Report.
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Internal control
The Directors are responsible for the internal control of the Group and for reviewing its effectiveness.

The internal control system of the Group comprises a comprehensive organisational structure and delegation of authgrities, with
responsibilities of each business and operational units clearly defined and autharities assigned to individuals based on experience and
business need.

Control procedures have been designed to safeguard assets against unauthorised use and disposition; ensure compliance with relevant
faws, rules and regulations; ensure proper maintenance of accounting records for provision of reliable financial information used
within the business or for publication; and to provide reasonable assurance against material misstatement, loss or fraud.

A Risk Management Committee, which reports to the Audit Committee, is set up in early 2007 and is responsible for the overall risk
management functions of the Group. Risk Management Framework is in place to provide a consistent approach on the risk management
processes in identification, assessment, treatment and reporting of all risks identified affecting key business processes.

Internal audit plays an important role in the internal control framework. The Group has an internal audit team, staffed with 7 qualified
professionals, which is an independent function reports directly to the Audit Committee and the Chief Executive Officer. The work of
internal audit includes financial and operations reviews, recurring and surprise audits, fraud investigations and productivity efficiency
and effectiveness reviews. Internal audit derives its annual audit plan using a risk assessment methodology and taking into account
the business nature of the Group. The plan is reviewed and approved by the Audit Committee, who ensures that adeqguate resources
are deployed and the plan objectives are adequate to cover major risks affecting the Group. In addition, there is regular dialogue with
the Group's external auditors so that both are aware of the significant factors which may affect their respective scope of work.

A review of the effectiveness of the Group's system of internal controt covering all material controls, including financial, operational
and compliance controls and risk management functions, is conducted annually. The Directors have conducted the review of the
effectiveness of the Group's internal control system for the year ended 30 June 2007 based on a framework which assesses the
Group's internal control system against control environment, risk management, information and communication, and control and
monitoring activities on all major business and operational processes. The examination consisted of enquiry, discussion and validation
through observation and inspection. Areas of improvement have been identified and appropriate measures have been put in place to
manage the risks.

With respect to procedures and internal controls for handling and dissemination of price-sensitive information, a strict prohibition on
unauthorised use of confidential or insider information is included in the code of conduct of the Group. Employees who are privy or
have access to unpublished price-sensitive information of the Group has also been notified on the adoption of the “Model Code for
Securities Transactions by Senior Management and relevant Employees” by the Company in 2006 and on observing the restrictions
pursuant to Parts XlIl and XIV of the Securities and Futures Ordinance.

Compliance with Model Code for Securities Transactions

The Group adopted the Model Code for Securities Transactions by Directors of Listed Issuers {the “"Model Code”) contained in
Appendix 10 of the Listing Rules as the code of conduct regarding directors’ iransactions in the securities of the Company. Similar
code has also been adopted for relevant employees, who may be in possession of unpublished price-sensitive information, in dealing
with the Company’s securities. Upon specific enquiry, each Director had confirmed that during the year ended 30 June 2007, they had
fully complied with the required standard set out in the Model Code regarding securities transactions and there was no event of non-
compliance.

Investor relations

To manage its relationship with investment community, the Group meets regularly with the press and financial analysts and participates
frequently in other conferences and presentations. The Company also communicates to its shareholders through announcements and
annual and interim reports. All such reports and announcements can also be accessed via the Company’s website. The Directors,
Company Secretary or other appropriate members of senior management also respond to inquiries from shareholders and investment
community promptly.
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Directors

Raymond Ping-luen KWOK, Chairman & Non-Executive Director

Mr. Raymond Kwok (aged 54), was appointed as Director of the Group in April 1992. He holds a Master of Arts degree in Law from
Cambridge University, a Master degree in Business Administration from Harvard University, an Honorary Doctorate degree in Business
Administration from The Open University of Hong Kong and an Honorary Doctorate degree in Laws from The Chinese University of
Hong Kong. He is Vice-Chairman and Managing Director of Sun Hung Kai Properties Limited ("SHKP"}, the controlling shareholder of
the Company, Chairman of SUNeVision Holdings Lid. {a subsidiary of SHKP), a Non-Executive Director of Transport International
Holdings Limited (an associate of SHKP) and US| Holdings Limited, and an Independent Non-Executive Direcior of Standard Chartered
Bank (Hong Kong) Limited.

In civic activities, Mr. Kwok is a Director of The Real Estate Developers Association of Hong Kong, a Member of the General Committee
of The Hong Kong General Chamber of Commerce, a Member of the Hong Kong Port Development Council, Vice-Chairman of the
Council of The Chinese University of Hong Kong.

Douglas LI, Exgcutive Director & Chief Executive Officer

Mr. Douglas Li {aged 53], is Chief Executive Officer of the Group, which he helped founded in 1992. He spent the early part of his
career as a Chartered Accountant with KPMG in both London and Hong Kong. He became a corporate finance investment banker with
Morgan Grenfell, following which he joined Sun Hung Kai Properties to expand its telecom and other businesses. He left the Group in
1996 to head up the Asia private equity business for the Suez Group, where he was Managing Director, unti! he rejoined the Group in
2001.

Patrick Kai-lung CHAN, Executive Director

Mr. Patrick Chan (aged 47}, was appointed Director of the Group in October 1998. Mr. Chan was the manager of the Strategic
Development Department of SHKP before his appointment as Executive Director of the Company in March 2002. Prior to joining
SHKP in 1990, he held various positions in the areas of research and investment at leading international banking groups. From
December 1994 to May 1996, he was seconded as a full-time member to the Central Policy Unit of the Hong Kong Government. Mr.
Chan has over 20 years’ experience in finance, investment, planning and investar relations. Mr. Chan holds a Bachelor of Economics
{Hon.) degree from the University of Sydney, Australia and a Master of Economics degree from the Australian National University.

Michael Yick-kam WONG, Non-Executive Director

Mr. Michael Wong (aged 55), was appointed Director of the Company in October 2001. He obtained his Bachelor of Business
Administration and Master of Business Administration degrees from The Chinese University of Hong Kong.

Mr. Wong is an Executive Director of SHKP and is currently responsible for SHKP's strategic planning, corporate development,
infrastructure projects, financial investrments and investor relations. Mr. Wong is Deputy Chairman of RoadShow Holdings Limited, an
Executive Director of SUNeVision Holdings Ltd. and a Non-Executive Director of US| Holdings Limited.

In community service, Mr. Wong is Chairman of the Hong Kong Youth Hostels Association. He is also a member of the Board of
Trustees of New Asia College, The Chinese University of Hong Keng.

Annual Report 2006/2007




32

JIHTTCLOL allu Ividligayclriclit CACLULIVEDS FTOTIHHC

Andrew Sing-tak SO, Non-Executive Director

Mr. Andrew So (aged 42}, was appointed Director of the Company in April 2002. Mr. So was appointed an Executive Director of
SUNeVision Hoidings Ltd. (*SUNeVision”} on 26 March 2002. He was appointed as the Managing Director of SUNeVision on 4
December 2004 and was re-designaied as the Chief Executive Officer of SUNeVision since 9 September 2005. He has been with
SHKP since July 2001, as Special Assistant to Mr. Raymond Kwok, Vice-Chairman and Managing Director of SHKP. and was involved
in developing SHKP's [T-related businesses and formulating growth strategies for SUNeVision. Mr. So is also a Non-Executive Director
of Roadshow Holdings Limited.

Mr. So holds both a BA from Harvard University and MBA from Harvard Business School, and he has over sixieen years’ experience
in management and technology consulting, having warked extensively in the USA, UK, Hong Kong and elsewhere in Asia, formulating
and executing strategies for companies in diverse industries.

Prior to joining SHKP Group, Mr. So was Senior Vice-President and Managing Director (Greater China) with Digitas Asia Limited,
subsidiary of a Nasdag-listed systems integrator and web solutions provider headquartered in Boston, Massachusetts. He set up
Digitas’ first office in Asia ta serve global and iocal clients. Before that, Mr. So held the position of Managing Director, Telecommunications
with Scient, a technology solutions provider based in San Francisco, where he led business development and solution delivery for
Asian Telecom and Internet clients. He has also worked for the interational consulting and systems integration firms Accenture and
Cap Gemini, in the USA and Eurcpe.

Wing-yui CHEUNG, Non-Executive Director

Mr. Wing-yui Cheung (aged 57), was appointed Director of the Company in March 2003. Mr. Cheung is a director of a number of other
publicly listed companies, namely being non-executive director of Tai Sang Land Development Limited, Taifook Securities Group
Limited, Tianjin Development Holdings Limited and Shanghai Real Estate Limited, and being independent non-executive director of
Hop Hing Holdings Limited, Agile Property Holding Limited, Ping An Insurance (Group) Company of China, Limited. He is alsc a non-
executive director of SUNeVision Holdings Lid.

Mr. Cheung was the Vice-Chairman of ihe Mainland Legal Affairs Committee of the Law Society of Hong Kong until January 2006 and
was a director of Po Leung Kuk. He is currently a member of the Board of Review {Inland Revenue), co-chairman of The Community
Chest Corporate Challenge Organising Committee, a member of Campaign Committee of the Community Chest, a council member of
The Open University of Hong Kong and a fellow member of the Institute of Directors. Mr. Cheung received a Bachelor of Commerce
degree in accountancy from the University of New South Wales, Australia and is a member of the Australian Society of CPAs. M.
Cheung has been a practising solicitor in Hong Kong since 1979 and is a consultant of the law firm Woo, Kwan, Lee & Lo. He was
admitted as a solicitor in the United Kingdom and as an advocate and solicitor in Singapore.

David Norman PRINCE, Non-Executive Director

Mr. David Prince (aged 56), was appointed Director of the Company in July 2005. Mr. Prince has over 10 years' experience of operating
at board level in an international environment, was until recently Group Finance Director of Cable and Wireless plc.

Pricr 1o his appointment as Group Finance Director of Cable and Wireless ple. in July 2002, Mr. Prince spent some 12 years working
in the Hong Kong telecommunications market. From 1994 to 2000 he was Finance Director and latterly Deputy Chief Executive
Officer of Hong Kong Telecommunications Limited and played a key role in developing this business leading to the salg of the
company to PCCW Limited in 2000. He went on to join PCCW Limited as Group Chief Financial Officer primarily focused on the
integration of the companies following the acquisition, and arranging for refinancing of the group.

Mr. Prince is currently a non-executive director and chairman of the audit committee for Ark Therapeutics plc. — a UK based specialist
healthcare group and a non-executive director of Adecco SA which is the global leader in human resources services. He is also a
visiting research fellow with the University of Bath's School of Management in the UK.

SmarTone Telecommunications Heldings Limited
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Wing-chung YUNG, Non-Executive Director

Mr. Wing-chung Yung (aged 60), was appointed Director of the Company in April 2007. Mr. Yung is the Corporate Advisor of SHKP. He
is also a director of River Trade Terminal Co, Ltd., Hung Kai Finance Company Limited and Airport Freight Forwarding Centre Company
Limited and an alternate director to Mr. Raymond Pingduen Kwok of Transport International Holdings Limited. Prior to his joining SHKP
in 1885, Mr. Yung had many years of working experience with a U.S. Bank in various managerial positions in Hong Kong and the United
States.

Eric Ka-cheung LI, JR Independent Non-Executive Director

Dr. Eric Li (aged 54), GBS, OBE, J.P, LLD, DSocSc., B.A., FCPA (Practising), FCA, FCPA {Aust.), FCIS, was appointed Director of the
Company in October 1996. Dr. Liis the senior partner of Li, Tang, Chen & Co., Certified Public Accountants, an independent non-
executive director of Transport International Holdings Limited, Wong's International {Holdings) Limited, CATIC International Holdings
Limited, Hang Seng Bank Limited, China Resources Enterprise Limited, Roadshow Holdings Limited, Strategic Global Investments
plc., Bank of Communications Co., Ltd. and Meadville Holdings Limited and a non-executive director of SHKP. Dr. Li is a member of
The 10th National Committee of Chinese People’s Political Consultative Conference, a convenor cum member of the Financial Reporting
Review Panel, a former member of the Legislative Council of Hong Kong and Chairman of its Public Accounts Committee. He was
also a past president of the Hong Kong Institute of Certified Public Accountants {formerly Hong Kong Society of Accountants).

Leung-sing NG, JF Independent Non-Executive Director

Mr. Leung-sing Ng {aged 58), was appointed Director of the Company in June 1997. Mr. Ng is a member of the managing board of The
Kowloon-Canton Railway Corporation, Hong Kong and the Vice Chairman of The Chiyu Banking Carporation Limited.

Mr. Ng had been appointed as the Chinese Representative of the Sing-British Land Commission and the trustee of Hong Kong
Government Land Fund from 1988 to 1897. He was the executive director and general manager of The China and South Sea Bank
Limited, Hong Kong from 1990 to 1998. Mr. Ng is a member of the Corporate Contribution Programme Organisation Committee of the
Hong Kong Community Chest since 1992, Moreover, Mr. Ng has been appointed as a member of the Hong Keng Housing Authority
since 1996. Mr. Ng was a member of the Legislative Council of Hong Kong from 1996 to 2004,

Mr. Ng has been a director of Bank of China Group Charitable Foundation Limited since 1996, a member of Mandatory Provident Fund
Schemes Advisory Committee since 1998, and a member of Admission of Talents Scheme Selection Committee since 1999, In the
same year, Mr. Ng was a committee member of Hong Kong Council of Social Services, and a member of The Council & The Court of
The Lingnan University. Mr. Ng is also a member of Fisheries Development Loan Fund Advisory Committee since 2001. He was also
appointed as the Justice of the Peace in 2001, in 2004, Mr. Ng was awarded the Silver Bauhinia Star by the HKSAR government,

Xiang-dong YANG, /independent Non-Executive Director
Mr. Xiang-deng Yang (aged 42), was appointed Director of the Company in December 2003.

Mr. Yang has been Managing Director and Co-Head of Carlyle Asia Partners of The Carlyle Group since 2001. He is also a member of
the Management Committee of The Carlyle Group. Prior to joining Carlyle, Mr. Yang spent 9 years at Goldman Sachs, where he was
a Managing Director, Co-Head of Goldman’s private equity investment arm for Asia ex-Japan and a member of its Asia Management
Committee.

Mr. Yang serves on the board of a number of non-listed companies in which The Carlyle Group has invesiments.

Mr. Yang received his B.A. in economics from Harvard University and M.B.A. from Harvard Business School.
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Eric Fock-kin GAN, Independent Non-Executive Diractor

Mr. Eric Gan (aged 44), was appointed Director of the Company in Decernber 2005. Mr. Gan is the President and Chief Operating
Officer of EMOBILE Limited, the fourth 3G mobile operator in Japan. During the start-up stage of EMOBILE in 2005, Mr. Gan was the
Representative Director and Chief Financial Officer of EMOBILE when he was responsible for the equity and debt financing of 390
billion yen for EMOBILE after the fourth 3G license was granted in November 2005, Following the completion of the financing project,
EMOBILE has successfully launched the 3G mobile data services on March 2007.

Mr. Gan is also a co-founder of eAccess Ltd with Dr. Sachio Semmoto (CEQ of eAccess and EMOBILE). During the first 3 years after
the establishment of eAccess, Mr. Gan served as the Representative Director and Chief Operating Officer from 1999 to 2003. Prior to
the IPO of eAccess, Mr. Gan toock up the position of Representative Director and Chief Financial Officer from 2003 to 2007. eAccess
has achieved the listing of the Tokyo Stock Exchange First Section (TSE1) in 2004, the fastest listing on the TSE1 ever in history. Mr.
Gan was also invalved in several successful M&A transactions including the acquisitions of Japan Telecom's ADSL {JOSL) business
and the American On-line (AOL) business in Japan. Today, Mr. Gan still serves as a Director of the Board of eAccess.

Prior to the establishment of eAccess, Mr. Gan worked as a telecom analyst & Managing Director for Goldman Sachs Japan when he
was involved in many telecommunication financing deals in Japan/Asia, including the listing of NTT DoCoiMo {one of the world's
targest IPOs), NTT equity tranches and many other telecom related IPO and advisory projects.

Mr. Gan was born in Hong Kong and graduated from Imperial College, University of London. Mr. Gan now lives in Japan (since 1390).

Members of Operations Committee
Stephen Chau, Chief Technology Officer

Mr. Stephen Chau is a technology veteran in telecommunications with over 20 years’ experience. Prior to joining the Group, he was
with HK Telecom CSL for more than 6 years, responsible for radio network planning and development. From 1995 to 1996, Mr. Chau
was a member of the Radic Spectrum Advisory Committee under the Office of the Telecommunications Authority. He was also a
member of the Advisory Commitiee of the Information Engineering Department of The Chinese University of Hong Kong. He is a
member of the Institute of Electrical Engineers, UK and the Institute of Engineers, Australia, as well as a Chartered Engineer of
Institute of Electrical Engineers, UK. Mr. Chau holds a Bachelor degree in Electronic Engineering from The Chinese University of Hong
Kong.

Rita Hui, Gensral Manager, Human Resources

Ms. Rita Hui has mare than 20 years’ experience in human resources, administration and sales operations, as well as logistics gained
from local and multi-national corporations. Before joining the Group in 1995, Ms. Hui was the Regional Personnel Manager for the Asia
Pacific zone of an international manufacturing company where she had served for more than 10 years. She is a member of Education
Working Party of the Hong Kong Retail Management Association. Ms. Hui has been supporting the Hong Kong Baptist University for
their Human Resources Management Mentoring Programme and she is also a member of the Electronics and Telecommunications
Training Board of Vocationa! Training Council. She received her Joint Diploma in Personnel Management from the Hong Kong Polytechnic
and the Hong Kang Management Association.

Alex Ip, Chief Executive Officer of SmarTone {Macau)

Dr. Alex Ip has over 19 years’ experience in international telecommunications. Prior to joining the Group, Dr. Ip was in charge of the
Internet and multimedia strategic relations in Asia Pacific for British Telecom (“BT"), with responsibility for developing BT's investment
strategy and business in the region. Dr. Ip holds a Ph.D. in Data Communications from Loughborough University in the UK and is a
Chartered Engineer. He is also a member of the Institution of Electrical Engineers and the Institute of Electrical and Electronic Engineers.

SmerTone Telecommunications Holdings Limited
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Chris Lau, Director of Future Services

Mr. Chris Lau has over 20 years’ experience in telecommunications products and services development. Before joining the Group in
1992, he had held varicus product development positions in both mobile and fixed netwaork operators in North America and Hong
Kong. Mr. Lau is a Chartered Engineer and member of the Institute of Electrical Engineers, UK and Association of Professional
Engineers of Ontario, Canada. Mr. Lau holds a Bachelor degree in Electrical and Electronics Engineering from the Institute of Science
& Technology, University of Manchester, UK and High Diploma of Management Studies from City Polytechnic of Hong Kong.

Eric Mallia, Director of Marketing

Mr. Eric Mallia was appointed Director of Marketing in January 2007. Previously he worked for Vodafone as Global Brand Manager. He
comes with nearly 20 years strategic and operational marketing experience gained in Asia Pacific, Europe, Middle East and Africa.
Prior to his four years at Vodafone, Mr. Mallia worked at Cable & Wireless Mobile, Mercury Communications, BT and a host of client
assignments in his capacity as an independent consultant. Mr. Mallia holds a Bachelor of Sciences (Hons) frem University College,

London University.
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Qroup rinaricial summinary

fExpressed in Hong Kong dollars in millions except per share amounts)

2007 2006 2005 2004 2003
{restated) {restated) (restated)

Consolidated profit and loss account
Revenues 4,039 3,779 3,619 3,367 2,832
Profit attributable to equity holders of the Company 158 70 327 452 366
Earnings per share ($) 0.27 0.12 0.56 0.77 0.63
Dividends

Total dividend 649 70 227 309 2,315

Total per share for the year {$) 0.27 012 0.39 0.53 0.47

Special cash dividend per share {$) 0.85 Nil Nil Nil 3.50
Consolidated balance sheet
Non-current assets 2,724 2,848 3,629 3.650 2,945
Net current assets 1,641 1,351 665 484 2,961
Total assets less current liabilities 4,365 4,199 4,194 4,134 5,906
Non-current liabilities (827) (7500 (704} (676) (582)
Minority interests 27) {23) (23) {21) (20)
Net assets 3,511 3,426 3,467 3,437 5,304
Share capital 58 58 58 58 58
Reserves 3,453 3,368 3,409 3,379 5,245
Total equity attibutable to equity holders

of the Company 3,511 3,426 3,467 3,437 5,304

Nota: The results for each of the three years ended 30 June 2003, 2004 and 2005 and the assets and liabilities as at 30 June 2003, 2004 and 2005 have

been restated to reflect the effect of the adoption of HKAS 16, HKAS 38 and HKFRS 2 issued by HKICPA.

SmarTone Telscommunications Holdings Limited




Inaependent AUQITors Report

To the shareholders of SmarTone Telecommunications Holdings Limited
{incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of SmarTone Telecommunications Holdings Limited (the “Company”} and its
subsidiaries (together, the "Group™) set out on pages 38 tc 78, which cemprise the consolidated and Company balance sheets as at
30 June 2007, and the consclidated profit and loss account, the consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and the true and fair preséntation of these consclidated financial
statements in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and the true and fair presentation of financial statements
that are free from materia! misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies; and
making accounting estimates that are reascnable in the circumstances.

Auditor’s responsibility

Our respensibility is to express an opinion on these consolidated financial statements based en our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the Companies Act 1981 of Bermuda and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the contents of this report.

We conducted cur audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reascnable
assurance as to whether the financial statements are free from material misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the financial staternents. The
procedures selected depend on the auditor's judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entity's preparation and true and fair presentation of the financiat statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion en the effectiveness of the entity’s internal control,
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by the directors, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the state of affairs of the Company and of the Group
as at 30 June 2007 and of the Group’s profit and cash flows for the year then ended in accordance with Hong Kong Financial Repoerting
Standards and have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 August 2007
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For the year ended 30 June 2007
{Expressed in Hong Kong dollars)

LOSS ACCOUNL

2007 2006
Note $000 $000
Mobile services 3,146,057 2,871,065
Mobile telephone and accessory sales 892,865 808,150
Revenues 6 4,038,922 3,779,215
Cost of sales {1.5632,749) (1,510,181}
Other gains 7 - 14,045
Network costs (614,831} {575,249}
Staff costs {395,119} (367,633}
Sales and marketing expenses {281,451} (252,186}
Rental and utilities {143,406) (128,410)
Other operating expenses {131,007) (143,598)
Depreciation, amortisetion and loss on disposal {757,047} (710,998}
Operating profit 183,312 105,025
Finance income 9 99,570 56,287
Finance costs 10 (78.293) {69,659)
Profit before income tax 8 204,589 91,653
Income tax expense 11 (a) (27,664) (7,768)
Profit after income tax 176,925 83,885
Attributable to:
Equity holders of the Company 15 157,563 70,020
Minority interests 19,362 13,865
176,925 83,885
Earnings per share for profit attributable to the equity
holders of the Company during the year 17
{expressed in cents per share)
Basic 27.% 12.0
Diluted 271 12.0
Dividends: 16
Final dividend proposed 156,387 69,935
Special cash dividend proposed 492,329 —
648,716 69,935

The notes on pages 45 to 78 are an integral part of these consolidated financial statements.
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At 30 June 2007
{Expressed in Hong Kong dollars}

2007 2006
Note $000 $000
Non-current assets
Fixed assets 18 1,832,045 1,924,064
Interest in an associate 20 1,812 1,812
Financial investments 21 58,854 72,224
Intangible assets 22 783,925 799,959
Deposits and prepayments — non-current portion 24 47,673 44,296
Deferred income tax assets 27 - 5,450
2,724,309 2,847,805 |
[
Current assets |
Inventories 23 75,066 79,572
Financial investments 21 31,340 660,237
Trade receivables 24 179,418 151,805 |
Deposits and prepayments — qurrent portion 24 82,078 75,291 |
Other receivables 24 31,143 30,435 ‘
Cash and bank balances 25 2,316,455 1,358,660 f
2,715,500 2,356,090 |
|
Current liabilities ‘
Trade payables 26 154,984 158,225 :
Other payables and accruals 26 711,787 663,530
Current income tax liabilities 11 (¢} 31,612 28,032 :
Customers’ deposits 31,312 26,342 |
Deferred income 79,549 76,434
Mobile licence fee liabilities ~ current portion 28 65,895 52,407
1,075,139 1004970 |
Net current assets 1,640,361 1,351,120 '
Total assets less current liabilities 4,364,670 4,198,925 )
Non-current liabilities
Asset retirement obligations 47,587 38.328
Mobile licence fee liabilities — non-current portion 28 645,809 572,817
Deferred income tax liabilities 27 129,613 138,443
Net assets 3,537,661 3,449,337
Capital and reserves
Share capital 29 58,018 58,279
Reserves 3,452,526 3,367,263
Total equity attributable to equity holders of the Company 3,510,544 3,425,542
Minority interests 27.117 23,795
Total equity 3,537,661 3,449,337
Raymond Ping-luen Kwok Douglas Li
Director Director .
28 August 2007 28 August 2007
The notes on pages 45 to 78 are an integral part of these consolidated financtal statements.
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At 30 June 2007
{Expressed in Hong Kong dollars)

2007 2006
Note $000 %000
Non-current assets
Investments in subsidiaries 19 {a) 939,189 939,189
Current assets
Amount due from a subsidiary 19 {b) 2,871,756 2,906,707
Prepayments 24 161 173
Other receivables 24 2,312 1,690
Cash and bank balances 25 322,917 319,957
3,197,146 3,228,527
Current liabilities
Amount due to a subsidiary 19 (c} 403,845 397,921
Other payables and accruals 26 2,251 1,540
406,096 399,461
Net current assets 2,791,050 2,829,066
Net assets 3,730,239 3,768,255
Capital and reserves
Share capita! 29 58,018 58,279
Reserves 3,672,221 3,709,976
Total equity attributable to equity holders of the Company 3,730,239 3,768,256

Raymond Ping-luen Kwok Douglas Li
Director Director
28 August 2007 28 August 2007

The notes on pages 45 to 78 are an integral part of these consolidated financial statements.
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For the year ended 30 June 2007
{Expressed in Hong Kong doflars)

2007 2006
Note $000 $000
Cash flows from operating activities
Profit before income tax 204,589 91,653
Adiustments for:
Depreciation 18 468,728 483,260
Amortisation of intangible assets 22 275,515 22461t
Loss on disposal of fixed assets (note below) 12,804 3,127
Impairment loss on available-for-sale financial assets - 12,632
Finance income (99,570} (66,287)
Finance costs 78,293 69,659
Recognition of share-based payments 866 4,281
Net exchange (gain)/loss (4.617) 5,735
936,608 838,671
Changes in working capital
Decrease in inventories 4,506 109,528
(Increase)/decrease in trade receivables, deposits,
prepayments and other receivables (34,432) 15,482
increase n trade and other payabies, accruals, !
customers’ deposits and deferred income 62,192 95,744
Cash generated from operations 968,874 1,069,425
Interest paid (2} {78)
Income tax paid (27.464) (3,780)
Net cash generated from operating activities 841,408 1,055,567
Cash flows from investing activities
Payment for purchase of fixed assets (391,645) {470,548)
Proceeds from disposal of fixed assets (note below) 551 2,120
Payment for available-for-sale financial assets (674) (3,900)
Payment of mobile licence fees (52,407) (50,000)
Proceeds from disposal of held-to-maturity debt securities 27 (b 660,238 379,922
Additions of handset subsidies (193,428) (283,598)
Interest received 96,552 66,297
Net cash used in investing activities 119,187 (359,005)
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For the year ended 30 June 2007
{Expressed in Hong Kong doliars}

2007 2006
Note $000 $000
Cash flows from financing activities
Repayment of loan from an associate - 27,657
Repayment of loan to a minority interest {9.515} (5,437)
Payment for repurchase of shares (22,082} —
Proceeds from shares issued under share option scheme 248 —
(Increase)/decrease in pledged bank deposits {3,663} 6,622
Dividends paid to the Company's equity holders {69,935} (116,558)
Dividends paid to a minority interest {6,525} (8,155)
Net cash used in financing activities (111,472} (95,871)
Net increase in cash and cash equivalents 949,123 600,691
Cash and cash equivalents at 1 July 1,038,530 437,673
Effect of foreign exchange rates changes 4,407 166
Cash and cash equivalents at 30 June 25 1,992,060 1,038,530
In the consolidated cash flow statement, proceeds from disposal of fixed assets comprise:
2007 20086
$000 $000
MNet book amount of disposed fixed assets {note 18) 13,355 5,247
Loss on disposal of fixed assets {12,804} (3,127
B51 2,120

Proceeds from disposal of fixed assets

The notes on pages 45 to 78 are an integral part of these consclidated financial statements.
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For the year ended 30 June 2007
{Expressed in Hong Kong doflarsi

Minority
Attributable to equity holders of the Company interests Total
Employee
share-based
Share Contributed  compansation Exchange Retained
capital reserve reserva profits
5000 $000 $000 §ooa $000 $000
At 1 July 2005 582719 10,583 B) 1024865 150 3491,048
Payment of 2006 fina! dividend - - - {116,5581 - {116,558)
Currency translation differances - - n - - m
Employee share-based
compensaticn - 4281 - - - 4,281
Payment of 2008 interim
dividend to a minority interast — — - - 18,165) {8,155}
Repayment of loan - - - - {5,437) {5,437}
Profit for the year - - - 70,020 13,865 83,885
At 30 June 2006 58,279 - 14,864 m 978,377 23,795 3,448,337
At1 )uly 2006 58,279 - 14,864 m 978,327 23,795 3448337
Payment of 2006 final dividend - - - i59,8%) - (69935}
Currency translation differences - — 43 — - 43
Repurchase of shares {264} — . {264) - (22082}
Issue of shares 3 (25) - - - 28
Employee share-based
compensation - 866 - - - 866
Revaluation surplus of
financral investments - — — - - 17,939
Repayment of loan - — - - 9.515) {8,515
Payment of 2007 interim
dividend to @ minority interest - — - — {6,525) 6,525}
Profit for the year — - — 157 563 19.362 176,925
At 30 June 2007 58,018 15,205 N3 1,065,691 3,537,661

ani

The notes on pages 45 to 78 are an integral part of these consolidated financial statements.
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For the year ended 30 June 2007
(Expressed in Hong Kong dollars)

Capital

Share Share  redemption  Contributed Retained
capital premium reserve surplus profits Total
$000 $000 $000 $000 $000 %000
At 1 July 2005 58,279 -— 2,690 3,110,301 701,719 3,872,989
Payment of 2005 final dividend — — — — (118,558) {118,558}
Profit for the year — — — — 11,824 11,824
At 30 June 2006 %8,279 — 2,690 3,110,301 596,985 3,768,255
At 1 July 2006 58,279 — 2,690 3,110,301 596,985 3,768,255
Payment of 2006 final dividend — _— — —_ (69,935) {69,935}
Repurchase of shares (264) — 264 {21,818} (264) {22,082}
issue of shares 3 270 — — (25) 248
Profit for the year — — — — 53.753 53,753
At 30 June 2007 58,018 270 2,954 3,088,483 580,514 3,730,239

Under the Companies Act 1981 of Bermuda (as amended), the contributed surplus account is distributable to equity holders.

The notes on pages 45 to 78 are an integral part of these consolidated financial statements.
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NOTES 1O The LOoNsSoliaated rinandcial botatements

For the year ended 30 June 2007
{Expressed in Hong Kong dollars)

General information
SmarTore Telecommunications Holdings Limited {“the Company”) and its subsidiaries {together the “Group”) is principalty
engaged in the provision of mabile servicas and the sale of mobile telephones and accessories in Hong Kang and Macau.

The Company is a limited liability company incorporated in Bermuda. The address of its head office and principal place of
business is 31/F, Millennium City 2, 378 Kwun Tong Road, Kwun Tong, Hong Kong.

The Company has its primary listing on The Stock Exchange of Hong Keng Limited {the "HKSE").

These consolidated financial statements are presented in thousands of units of MK dollars (MK$000), unless otherwise stated.
These consclidated financial statements have been approved for issue by the board of directors on 28 August 2007.

Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of preparation

The consolidated financial statements of the Company have been prepared in accordance with Hong Kong Financial Reporting
Standards ("HKFRS"). The consolidated financial statements have been prepared under the historical cost conventicn, except
for certain financial assets and financial liabilities which are carried at fair vaiues.

The preparation of financial statements in conformity with HKFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Group's accounting policies. The areas
involving a higher degree of judgement or complexity, or areas where assumptions and estimatas are significant to the consolidated
financial statements, are disclosed in note 4.

a  The adoption of new/revised HKFRS
For the year ended 30 June 2007, the Group adopted the new standards, amendments to published standards and
interpretations of HKFRS beiow, which are relevant to its operations.

HKAS 21 (Amendment) The Effects of Changes in Foreign Exchange Rates — Net Investment in a Foreign
Operation

HKAS 39 (Amendment) Cash Flow Hedge Accounting of Forecast Intragroup Transactions and The Fair
Value Option

HXAS 39 and HKFRS 4 {Amendment)  Financial Instruments: Recognition and Measurement and Insurance Contracts -
Financial Guarantee Contracts

HKFRS ~ INT 4 Determining whether an Arrangement contains a Lease
HK (IFRIC) — INT 8 Scope of HKFRS 2
HK (IFRIC) - INT 9 Reassaessment of Embedded Derivatives
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NOtTes 1O tThe Lonsoilaated rinancial >tatements

For the year ended 30 June 2007
{Expressed in Hong Kong dollars)

3 Basis of preparation (continued)

The adoption of new/revised HKFRS (continued)
The adoption of Amendment to HKAS 21, 39, HKFRS 4, HKFAS Interpretation 4 and HK (iFRIC) Interpretatior 8 and 9 did
not result in substantial changes to the Group's accounting policies. In summary:

The amendment to HKAS 21 relates to circumstances under which loans from fellow subsidiaries can be regarded
as part of net investment in a foreign operation, hence the exchange differences arising on those loans should be
recorded directly.

The amendments to HKAS 39 and HKFRS 4 on financial guarantee contracts introduce a reguirement to recognise
the fair value of financial guarantee issued under HKAS 39, unless the entity has previously asserted that it regards
such contracts as insurance contracts.

The amendment to HKAS 39 on cash flow hedge accounting of forecast intra-group transactions specifically permits
hedge accounting to be adopted in consclidated financial statements in respect of the foreign exchange risk of a
highly probable forecast intra-group transaction, but only if the transaction is denominated in a currency other than
the functional currency of the entity entering into that transaction and if the foreign currency risk will affect consclidated
profit or loss.

The amendment to HKAS 39 on the fair value option restricts the circumstances under which the fair value option
in HKAS 39 can be taken advantage of, compared to the original HKAS 38.

HKFRS Interpretation 4 looks at the question as to whether certain supply arrangements contain in substance a
lease that should be recognised by both the lessor and lessee in accordance with HKAS 17 “Leases”.

HK (IFRIC) — INT 8 requires consideration of transactions involving the issuance of equity instruments — where the
identifiable consideration received is less than the fair vaiue of the equity instruments issued - to establish whether
or not they fall within the scope of HKFRS 2,

HK (IFRIC) — INT 9, requires an entity to assess whather an embedded derivative is required to be separated from
the host contract and accourted for as a derivative when the entity first becomes a party to the contract. Subsequent
reassessment is prohibited unless there is a change in the terms of the contract that significantly modifies the cash
flows that otherwise would be required under the contract, in which case reassessment is required.

Certain new standards, amendments and interpretations to existing standards have been published that are mandatory
for the Group’s accounting policies beginning on or after 1 July 2007 or later periods but which the Group has not early

adopted, are as follows:

HKAS 1 (Amendment)
HKAS 23

HKFRS 7

HKFRS 8

HK (IFRIC} - INT 10
HK (IFRIC) — INT 11

46 SmarTons Telacommunications Holdings Limited
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3 Basis of preparation (continued)

b

Consolidation
The consolidated financial statements include the financial statements of the Company and all its subsidiaries made up to
30 June.

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies generally
accompanying a shareholding of more than one half of the voting rights.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-consolidated
from the date that control ceases,

Inter-company transactions, balances and unrealised gains on transactions between Group companies are eliminated.
Unrealised losses are also eliminated but considered an impairment indicator of an impairment of the assets transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

The gain or loss on the disposal of a subsidiary represents the difference between the proceeds of the sale and the
Group's share of its net assets togather with any unamortised goodwiil or goodwill taken to reserves and which was not
previously charged or recognised in the consclidated profit and loss account and any related accumulated foreign currency
translation reserve.

Minerity interests represent the interests of outside shareholders in the operating results and net assets of subsidiaries.

In the Company’s balance sheet, the investments in subsidiaries are stated at cost less provision for impairment 10558s.
The results of subsidiaries are accounted for by the Company on the basis of dividends received and receivable.

An associate

An associate is an entity over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity
method of accounting and are initially recognised at cost.

The Group’s share of its associates’ post-acquisition profits or losses is recognised in the consolidated profit and loss
account, and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition
movements are adjusted against the carrying amount of the investment. When the Group's share of losses in an associate
equals or exceeds its interest in the associate, including any other unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the Group and its associate are eliminated to the extent of the Group's interest
in the associate. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been changed where necessary to ensure consistency with the
policies adopted by the Group.

In the Company’s balance sheet, the investment in an associate is stated at cost fess provision for impairment losses. The
results of the associate are accounted for by the Company on the basis of dividend received and receivable.
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NOTes TO tTne Lonsoiiaatea rinandcial otatements

For the yaar ended 30 June 2007
(Expressed in Hong Kong doliars)

3 Basis of preparation (continued)

d Segment reporting
A business segment is a group of assets and operations engaged in providing products or services that are subject to risks
and returns that are different from those of other business segments. A geographical segment is engaged in providing
products or services within a particular economic environment that are subject io risks and returns that are different from

those of segments operating in other ecanomic environments.

e Foreign currency translation

(i)

{ii)

(iii}

Functional and presentation currency

ltems included in the financial statements of each of the Group's entities are measured using the currency of the
primary ecanomic environment in which the entity operates {the “Functionai Currency”}. The consolidated financiat
statements are presented in HK dollars, which is the Company’s Functional Currency and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the Functional Currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognised in the consolidated profit end loss account.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are
analysed between translation differences resulting from changes in the amortised cost of the security, and other
changes in the carrying amount of the security. Translation differences are recognised in profit or loss, and other
changes in carrying amount are recognised in equity.

Translation differences on non-monetary financial assets and liabilities are reported as part of the fair value gain or
loss. Translation differences on non-monetary financial assets such as equities classified as available-for-sale are
included in the fair value reserve in equity.

Group companies

The results and financial position of all the Group entities {none of which has the currency of a hyperinflationary
economy} that have a Functional Currency different from the presentation currency are translated into the presentation
currency as follows:

a.  assets and liabilities for each consolidated balance sheet presented are translated at the closing rate at the
date of that balance sheet;

b. income and expenses for each consolidated profit and loss account are translated at average exchange rates
{unless this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the
transaction daies, in which case income and expenses are translated at the dates of the {ransactions); and

¢.  aliresulting exchange differences are recognised as a separate component of equity.

On consolidation, exchange differences arising from the transtation of the net investment in foreign operations, and
of borrowings and other currency instruments designated as hedges of such investments, are taken to equity
attributable to equity holders of the Company. When a foreign operation is sold, exchange differences that were
recorded in equity are recognised in the consolidated profit and loss account as part of the gain or loss on sale.

SmarTone Telecommunications Hofdings Limited
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Basis of preparation (continued)

f

Intangible assets

Intangible assets are stated in the consclidated balance sheet at cost less accumulated amortisation (where the estimated
useful life is other than indefinite) and impairment losses as described in note 3(i).

i  Mobile licence fees

A mobile carrier licence, which is a right to establish and maintain a telecommunication network and to provide
mobile services in Hong Kong, is recorded as an intangible asset. Upon the issue of the third generation licence {the
3G Licence"), renewal of the Global System for Mobile communications licence (the “GSM Licence "} and Personal
Communications Services Licence {the "PCS Licence”} the cost thereof, which is the discounted value of the
minimum annual fees payable over the licence period of 15 years and directly attributable costs of preparing the
asset for its intended use, is recorded together with the related obligations. Amortisation is provided on the straight-
line basis over the remaining licence period from the date when the asset is ready for its intended use.

The difference between the discounted value and the total of the minimum annual fee payments represents the
effective cost of financing and, accordingly, for the period prior to the asset being ready for its intended use, is
capitalised as part of the intangible asset consistent with the policy for borrowing costs as set out in note 3 {o).
Subseguent to the date when the asset is ready for its intended use, such finance costs wilt be charged to the
consolidated profit and loss account in the year in which they are incurred.

Variable annual payments on top of the minimum annual payments, if any, are recognised in the consolidated profit
and loss account as incurred.

(il  Handset subsidies
Handset subsidies provided to customers are deferred and amortised on a straight-ling basis aver the minimum
enforceable contractual periods. In the event that a customer terminates the contract prior to the end of the minimum
enforceable contractual period, the unamortised handset subsidies will be written off.

Fixed assets

Fixed assets are stated at historical cost less accumulated depreciation and accumulated impairment josses. Historical
cost includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. All other repairs and maintenance are expensed in the consolidated profit and loss account
during the financial period in which they are incurred.

Depreciation of fixed assets is calculated using the straight-line method to allocate cost io their residual values over their
estimated useful lives. The principal annual rates are as follows:

Leasehold improvements Over the lease term
Network and testing equipment 10% - 50%
Computer, billing and office telephone equipment 20% - 33 /1%
Other fixed assets 20% -33 2%

The cost of the network comprises assets and equipment of the digital mobile radio telephone network purchased at cost.
Depreciation of each part of the network commences from the date of launch of the relevant services.
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3

Basis of preparation (continued)

9

Fixed assets (continued}
No depreciation is provided for any part of the network under construction, including the equipment therein.

Other fixed assets comprise motor vehicles, equipment, furniture and fixtures.
The assets’ carrying values and useful lives are reviewed, and adjusted if appropriate, at each balance shest date.

An asset's carrying amount is written down immediatety 1o its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (note 3 (i}}.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the
consolidated profit and loss account.

Leased assets

Leases of assets under which the lessee assumes substantially all the risks and benefits of ownership are classified as
finance leases. Leases of assets under which the lessor has not transferred all the risks and benefits of ownership are
classified as operating ieases.

il  Assets acquired under finance leases
Where the Group acquires the use of assets under finance leases, the amounis representing the fair value of the
leased asset, or if lower, the present value of the minimum lease payments, of such assets are included in fixed
assets and the corresponding liabilities, net of finance charges, are recorded as obligations under finance leases.
Finance charges implicit in the lease payments are charged to the consolidated profit and loss account over the
period of the leases so as to produce an approximately constant periedic rate of charge on the remaining balance of
the obligations for each accounting period.

Assets acquired under finance leases are depreciated over the shorter of their estimated useful lives and the lease
periods. Impairment losses are accounted for in accordance with the accounting policy as set out in note 3 {i).

(it ~ Operating lease charges
Where the Group has the use of assets under operating leases, payments made under the leases are charged to the
consolidated profit and loss account on a straight-line basis over the periods covered by the lease term, except
where an alternative basis is more representative of the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the consofidated profit and loss account as an integral part of the
aggregate net lease payments made,

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation, which are at least tested annually for impairment
and are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. Assets that are subject to amortisation are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset's
fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units}. Non-financial assets other than goodwill
that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.
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3 Basis of preparation (continued)

j Financial assets

The Group classifies its financial assets in the following categories: loans and receivables, held-to-maturity debt securities,
and available-for-sale financial assets. The classification depends on the purpose for which the financial assets were

acquired. Management determines the classification of its financial assets at initial recognition and re-evaluates this
designation at every reporting date.

i)

{in

{iii)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market. They are included in current assets, except for maturities greater than 12 months after the
balance sheet date. These are classified as non-current assets. Loans and receivables are classified as “trade and
other receivables” in the consolidated balance sheet (note 3 ().

Held-to-maturity debt securities

Hefd-to-maturity debt securities are non-derivative financial assets with fixed or determinable payments and fixed
maturities that the Group's management has the positive intention and ability to hold to maturity. If the Group were
to sell other than an insignificant ameunt of held-to-maturity financial assets, the whole category would be tainted
and reclassified as available-for-sale financial assets. Held-to-maturity financial assets are included in non-current
assets, except for those with maturities less than 12 months from the balance sheet date, which are classified as
cuirent assets.

Available-for-sale financial assets
Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in

any of the other categories. They are included in non-current assets unless management intends to dispose of the
investment within 12 months of the balance shest date.

Regular purchases and sales of investments are recognised on trade-date — the date on which the Group commits
to purchase or sell the asset. Investments are initially recognised at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Investments are derecognised when the rights to receive cash
flows from the investments have expired or have been transferred and the Group has transferred substantially all
risks and rewards of ownership. Available-for-sale financial assets are subsequently carried at fair value. Loans and
receivables and held-to-maturity debt securities are carried at amortised cost using the effective interest methed.

Changes in the fair value of monetary securities denominated in a foreign currency and classifies as available-for-
sale are analysed between translation differences resulting from changes in amortised cost of the security and
other changes in the carrying amount of the security. The translation differences are recognised in consolidated
profit or loss, and other changes in cariying amount are recognised in equity. Changes in the fair value of monetary
securities classified as available-for-sale and non-monetary securities classified as available-for-sale are recognised
in equity.

When securities classified as available-for-sale are sold or impaired, the accumutated fair value adjustments recognised
in equity are included in the consolidated profit and loss account as “gains or losses from investment securities”.
Interest on available-for-sale securities caloulated using the effective interest method is recognised in the consolidated
profit and loss account. Dividends on available-for-sale equity instruments are recognised in the consolidated profit
and loss account when the Group’s right to receive payments is established.
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For the year ended 30 June 2007
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3 Basis of preparation (continued)

j

Financial assets (continued}

{iiy  Available-for-sale financial assets (continued)
The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active
{and for unlisted securities), the Group establishes fair value by using valuation techniques. These include the use of
recent arm's length transactions, reference to other instruments that are substantially the same, discounted cash
flow analysis, and option pricing models, making maximum use of market inputs and relying as little as possible on
entity-specific inputs.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group
of financial assets is impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is considered an indicator that the securities are impaired. If
any such evidence exisis for available-for-sale financial assets, the cumulative loss — measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognised in the consolidated profit and loss account — is removed from equity and recognised in the consolidated
profitand loss account. Impairment losses recognised in the consolidated profit and loss account on eqguity instruments
are not reversed through the consolidated profit and loss account. Impairment testing of trade receivables is described
in note 3 {l).

Inventories

Inventories, comprising handsets and accessories, are stated at the lower of cost and net realisable value. Cost is calculated
on the weighted average basis. Net realisable value is the estimated selling price in the ordinary cause of business, less
applicable variable selling expense.

Trade and other receivables

Trade and other receivables are recognised initially at fair value and subsequently measured at amaortised cost using the
effective interest method, less provision for impairment. A provision for impairment of trade and other receivables is
established when there is objective evidence that the Group will not be able to collect all amounts due according to the
original terms of receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy
or financial reorganisation, and default or delinquency in payments are considered indicators that the trade receivable is
impaired. The amount of the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate. The amount of the provision is recognised in the
consolidated profit and loss account within “other operating expenses”.

Cash and cash equivalents

In the cash flow statement, cash and cash equivalents comprise cash at bank and on hand, deposits held at call with
banks and other financial institutions, and short-term, highly fiquid investments that are readily convertible into known
amounts of cash and which are subject to insignificant risk of changes in value, having been within three months of
raturity at acquisition. Bank overdrafts that are repayable on demand and form an integral part of the group’s cash
management are also included. Bank overdrafts are shown within borrowings in current liabilities in the consolidated
balance sheet.

Share capital
Ordinary shares are classified as equity.

incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax,
from the proceeds.

SmatTone Telecommunications Holdings Limited




3 Basis of preparation (continued)

0

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Transaction costs are incremental costs
that are directly attributable to the acquisition, issue or disposal of a financial asset or financial liability, including fees and
commissions paid to agents, advisers, brokers and dealers, levies by requiatory agencies and securities exchanges, and
transfer taxes and duties. Borrowings are subsequently stated at amortised cost; any difference between the proceeds
(net of transaction costs) and the redemption value is recognised in the consolidated profit and loss account over the
period of the borrowings using the effective interest methaod.

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the
lighility for at least 12 months after the balance sheet date.

Deferred income tax

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases
of assets and liabilities and their carrying amounts in the financial statements. However, the deferred income tax is not
accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business combination
that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined
using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to
apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised 10 the extent that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and an associate, except
where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temparary
difference will not reverse in the foreseeable future.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past events, it is
maore tikely than not that an outflow of resources will be required to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihcod that an outflow will be required in settlement is determined
by considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with
respect to any one item included in the same class of obligations may be small.

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a
pre-tax rate that reflects current market assessments of the time value of money and the risks specific to the ebligation.
The increase in the provision due to passage of time is recognised as interest expense.
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3 Basis of preparation (continued)
r Employee benefits

{iy Employee leave entitlements
Employee entitlements to annual leave are recognised when they accrue to employees. A provision is made for the
estimated liability of annual leave arising from services rendered by employees up to the balance sheet date.

Employee entitlements to sick leave, maternity or paternity leave and marriage leave are not recognised until the
time of leave.

il Bonus plans
The Group recognises a liability and an expense for bonuses, based on a formula that takes into consideration the
profit attributable to the equity holders of the Company after certain adjustments. The Group recognises a provision
where contractually obliged or where there is a past practice that has created a constructive obligation.

iy  Retirement benefits
The Group operates defined contribution retirement schemes {including Mandatory Provident Funds} for its
employees, the assets of which are generally held in separate trustee-administered funds. The schemes are generally
funded by payments from the relevant Group companies.

Contributions to defined contribution plans, including contributions to Mandatory Provident Funds as required under
the Hong Kong Mandatory Provident Fund Schemes Qrdinance, are recognised as an expense in the consolidated
profit and loss account as incurred.

iv}  Share-based compensation

The Group operates an equity-settled, share-based compensation plan. The fair value of the employee services
received in exchange for the grant of the options is recognised as an expense. The total amount to be expensed
over the vesting period is determined by reference to the fair value of the options granted, excluding the impact of
any non-market vesting conditions (for example, profitability and sales growth targets). Non-market vesting conditions
are included in assumptions about the number of options that are expected to becorne exercisable. At each balance
sheet date, the entity revises its estimates of the number of options that are expected to become exercisable. It
recognises the impact of the revision of original estimates, if any, in the consolidated profit and loss account with a
corresponding adjusiment to equity.

The proceeds received net of any directly attributable transaction costs are credited to share capital (nominal value)
and the share premium when the options are exercised.

s  Contingent assets and liabilities
A contingent asset is a possible asset that arises from past events and whose existence will be coniirmed only by the
occurrence or non-occurrence of one or more uncertain evenis not wholly within the control of the Group.

Contingent assets are not recognised but are disclosed in the notes to the financial statements when an inflow of economic
benefits is probable. When inflow is virtually certain, an asset is recegnised.

A contingent liability is a possible obligation that arises from past events and whose existence wili only be confirmed by

also be a present obligation arising from past events that is not recognised because it is not probable that outflow of
economic rescurces will be required or the amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to the financial statements. When a change in the

|

|

|

the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the Group. It can
probability of an outflow occurs so that outflow is probable, it will then be recognised as a provision.
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3 Basis of preparation (continued)

t

Revenue recognition

Revenue comprises the fair value of the considerations received or receivable for the sale of goods and services in the
ordinary course of the Group's activities. Revenue is shown net of return, rebates and discounts and after eliminating
sales within the Group.

Revenue is recognised in the consolidated profit and ioss account as follows:

(it  Sale of goods
Revenue from the sale of goods is recognised on the transfer of risks and rewards of ownership, which generally
ceoincides with the time when the goods are delivered to customers and titie has passed and collectibility of the
related receivables is reasonably assured.

(il Mobile services
Revenue from mobile services is measured based on the usage of the Group's telecommunications network and
facilities and is recognised when the services are rendered. Mobile service revenue in respect of standard service
plans billed in advance is deferred and included under deferred income.

(it Interest income
Interest income is recognised on a time-proportion basis using the effective interest method. When a receivable is
impaired, the Group reduces the carrying amount to its recoverable amount, being the estimated future cash fiow
discounted at original effective interest rate of the instrument, and continuous unwinding the discount as interest
income.

{iv)  Dividend income
Dividend income is recognised when the right to receive payment is established.

Dividend distribution
Dividend distribution to the equity holders of the Company is recognised as a liability in the financial statements of the
Group in the period in which the dividends are approved by the equity holders of the Company.

Related parties

For the purposes of these financial statements, parties are considered to be related to the Group if the Group has the
ability, directly or indirectly, to control the party or exercise significant influence over the party in making financial and
operating decisions, or vice versa, or where the Group and the party are subjeci to common control or common significant
influence. Related parties may be individuals or other entities.
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4 Critical accounting estimates and judgements
Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustrment
to the carrying amounts of assets and liabilities within the next financial year are discussed below.

a Useful lives of fixed assets

The fixed assets used in the network are long-lived but may be subject to technical obsolescence. The annual depreciation
charges are sensitive to the estimated economic useful lives the Group allocates to each type of fixed assets. Management
performs annual reviews to assess the appropriateness of their estimated economic useful lives. Such reviews take into
account the technological changes, prospective economic utilisation and physical condition of the assets concerned. The
useful lives are estimated at the time the purchases are made after considering the future technology changes, business
developments and the Group's strategies. Should there be unexpected adverse changes in the circumstances or events,
the Group assesses the need to shorten the useful lives andfor make impairment provisions. Indications of these unexpected
adverse changes include declines in projected operating resuits, negative industry or economic trends and rapid
advancement in technology.

b  Asset retirement obligations
The Group evaluates and recognises, on a regular basis, the fair value of fixed assets and obligations which arise from
future reinstatement of leased properties upon end of lease terms. To establish the fair values of the asset retirement
obligations, estimates and judgement are applied in determining these future cash flows and the discount rate. Management
estimates the future cash flows based on certain assumptions, such as the types of leased properties, probability of
renewal of lease terms and resioration costs. The discount rate used is referenced to the Group's historical weighted
average cost of capital.

¢ Deferred income tax

The Group provides for deferred income tax in full, using the liability method, on temporary difference arising between the
tax bases of assets and habilities and their carrying amounts in the consclidated financial statements. Tax rates enacted or
substantially enacted by the balance sheet date are used to determine deferred income tax. Deferred income tax assets
are only recognised to the extent that it is probable future taxable profits will be available against which the temporary
differences can be utilised. Deferred income tax is provided on temporary difference arising from depreciation on fixed
assets except where the timing of the reversal of the temporary difference can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future,

d Impairment of assets
At each balance sheet date, the Group performs an impairment assessment of fixed assets and intangible assets.

Management judgement is required in the area of asset impairment, particularly in assessing whether (1) an event has
occurred that may affect asset values; (2) the carrying value of an asset can be supported by the net present value of
future cash flows from the assets using estimated cash flow projections; and {3) the cash flow is discounted using an
appropriate rate. Changing the assumptions selected by management to determine the level, if any, of impairment,
including the discount rates or the growth rate assumption in the cash flows projections, could significantly affect the
Group's reported financial condition and results of operations.
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Critical accounting estimates and judgements (continued)

e

Recognition of intangible asset — Mobile licence fees
In establishing the fair value of the minimum annual fee and royalty payments for the right of use of the mobile carrier
licences (note 3(fI)}, the discount rate used is an indicative incremental borrowing rate estimated by the management.

Changing the discount rate used to determine the fair value could significantly affect the Group's reported financial condition
and results of operations.

In order to measure the intangible assets, HKAS 39 “Firancial Instruments: Recognition and Measurement” is applied for
recognition of the minimum annual fee and royalty payrments as they constitute contractual obligations to deliver cash
and, hence, should be considered as financial liabilities.

Financial risk management
Exposure to credit and market risks arises in the normal course of the Group's business. These risks are limited by the Group's
financial management policies and practices described below.

Credit risk
The Group's credit risk is primarily atiributable to trade and other receivables. Management has policies in place and
exposures to these credit risks are monitored on an ongoing basis.

The average credit period granted by the Group is 30 days from the date of invoice. Sales of goads and services to
customers are primarily made in cash or via major credit cards and the Group does not have a significant exposure to any
individual debtors.

Market risk
Market risks are primarily composed of foreign currency exposures derived from the Group's operations. The Group does
not have any significant exposure to market risks.

Fair value estimation

The fair value of financial instruments that are not traded in active market is determined based on the latest available
financial information existing at each balance sheet date. The carrying amounts of financial assets, trade receivables and
payables are assumed to approximate their fair values.
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6 Segment reporting
More than 90% of the Group's revenues and operating profit was attributable to its mobile communications operations. Accordingly,
no analysis by business segment is included in these financial statements,

Segment information is presented by way of geographical regions as the primary reporting format. An analysis of the Group's
segment information by geographical segment is set out as follows:

For the year ended 30 June 2007

Hong Kong Macau Elimination Consolidated
$000 $000 $000 $000

Revenues 3,848,779 215,572 (25,429) 4,038,922

Operating profit 106,566 76,425 3z1 183,312

Finance income 99,570
Finance costs (78.,293)
Profit before income tax 204,589
Income tax expense {27,664)
Profit after income tax 176,925

Segment assets 5,227,723 120,080 — 5,347,803

Segment liabilities (1,713,032) (27,891} - {1,740,923)
Additions to fixed assets 362,940 26,718 - 389,658

Additions to intangible assets 258,520 961 - 259,481

Depreciation 451,738 16,990 - 468,728

Amortisation 274,679 836 - 275,515

Loss on disposal of fixed assets 12,757 47 — 12,804
Impairment loss of trade receivables 11,251 268 - 11,519
impairment loss of inventories /

(reversal of impairment loss) 8,174 {2) - 8,172
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Segment reporting (continued)

For the year ended 30 June 2006

Hong Kong Macau Elimination Consolidated
$000 $000 $000 $000
Revenues 3,613,226 189,329 (23,340} 3,779,215
Operating profit 50,736 53,968 an 105,025
Finance income 56,287
Finance costs (69,659)
Profit before income tax 91,6563
Income tax expense (7,768)
Profit after income tax 83,885
Segment assets 4,359,369 104,803 — 4,464,172
Segmaent liabilities (1,567,959} (20,124) — {1,588,083)
Additions to fixed assets 347,188 12,040 — 359,228
Additions to intangible assets 329,997 863 — 330,860
Depreciation 466,822 16,438 -_ 483,260
Amortisation 223,535 1,076 —_ 224,611
Loss on disposal of fixed assets 2,958 169 — 3,127
Impairment loss of trade receivables 12,637 275 — 12,912
Impairment loss of inventories /
{reversal of impairment loss) {8,097) 176 — (7.921)

Segment assets consist primarily of fixed assets, intangible assets, inventories, receivables and operating cash. They exclude
interest in an associate, financial investments and deferred income tax assets.

Segment liabilities comprise operating liabilities. They exclude items such as current income tax liabilities and deferred income

tax liabilities.
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Other gains

Write back of certain assets previously written off

2007
$000

INOULCS LO UNC LOrholidalcu riliariCial otalciticril

For the year ended 30 June 2007
{Expressed in Hong Kong doliars)

2006
$000

14,045

For the year ended 30 June 20086, the Group recognised other gains amounting to $14,045 000 in respect of recovery of certain

other assets which were wiritten off in prior years.

Profit before income tax
Profit before income tax is stated after crediting and charging the followings:

2007 2006
$000 $000
Cost of inventories sold 880,731 886,467
Amortisation
Handset subsidies 212,231 166,203
Mobile licence fees 63,284 58,402
Depreciation
Owned fixed assets 389,338 377,622
Leased fixed assets 79,390 105,738
Operating lease rentals for land and buildings, transmission sites and leased lines 560,166 510,305
Auditors’ remuneration 1,480 1,632
Loss on disposal of fixed assets 12,804 3,127
Net exchange (gain)/loss (4,445) 6,220
Contributions to defined contribution plans included in staff costs* (note 14) 19,412 17,328
* Net of forfeited contributions of $3,403,000 (2006: $3,078,000).
Finance income
2007 2006
$000 $000
interest income from debt securities
Listed 1,354 7.637
Unlisted 1,502 16,795
2,856 24,432
Interest income from deposits with banks and other financial institutions 94,060 29,261
Accretion income 2,654 2,594
99,570 56,287

Accretion income represented changes in the rentat deposits due to passage of time calculated by applying an interest method

of allocation to the amount of rental deposits at the beginning of the year.
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10 Finance costs

1

2007 2006
$o000 $000

Accretion expenses
Asset retirement obligations 1,457 3,559
tMobile licence fee liabilities (note 28) 76,834 66,022
Other borrowing costs 2 78
78,293 69,659

Accretion expenses represented changes in the asset retirement obligations and mobile licence fee liabilities due to passage of
time calculated by applying an interest method of allocation 1o the amount of the liabilities at the beginning of the year.

Income tax expense
Hong Kong profits tax has been provided at the rate of 17.5% (2006: 17.5%) on the estimated assessable profit for the year.
Income tax on overseas profits has been calculated on the estimated assessable profit for the year at the tax rates prevailing in
the countries in which the Group operates.

a

The amount of income tax expense charged to the consolidated profit and loss account represents:

2007 2006
$000 $000
Current income tax
Hong Kong profits tax 21,892 19,488
QOverseas tax 9,152 5,369
Deferred income tax {note 27) {3,380) {17,089}
27,664 7,768
Reconciliation between income tax expense and accounting profit at Hong Kong tax rate:
2007 2008
$000 $000
Profit before income tax 204,589 91,653
Notional tax on profit before income tax,
calculated at Hong Kong tax rate of 17.5% {2006: 17.5%]) 35,803 16,039
Effect of different tax rates in other countries {3,948} {4,308)
Expenses not deductible for tax purposes 72 4,062
Income not subject 1o tax {17,785} (12,296)
Tax losses for which no deferred income tax asset was recognised 66 15
Utilisation of previously unrecognised tax losses (11,015} {8,469)
Recognition of previcusly unrecognised tax losses - (5,450)
Under provision in prior year 124 —
Temporary differences not recognised 24,347 18,175
Income tax expense 27,664 7,768
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11 Income tax expense (continued)

c Current income tax fiabilities in the consolidated balance sheet;

2007 2006

$000 $000

Hong Keng profits tax 19,235 19,705
Overseas tax 12,377 8,327
31,612 28,032

12 Directors’ emoluments
The aggregate amounts of emoluments payable to directors of the Company during the year are as follows:

2007 2006
$000 $000
Non-executive directors
; Fees 1,300 1,292
i

| Executive directors
; Fees 160 160
| Salaries and allowances 11,173 9,762
| Bonuses 1,026 3,980
Retirement scheme contributions 895 631
13,254 14,5633
14,554 15,825

During the years ended 30 June 2006 and 2007, no director:

. received any emoluments from Sun Hung Kai Properties Limited (*SHKP"), the ultimate holding company of the Company,
in respect of their services to the Group;

. waived any right to receive emoluments; or
. received any amount as inducement to join the Group or as compensation for loss of office.

In addition to the above emoluments, directors were granted share options under the Company’s share option scheme. The
details of these benefits in kind are disclosed under the section “Share Option Scheme” in the Report of the Directors and note
30.
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12 Directors’ emoluments (continved)
The emoluments of the directors are within the following bands:

2007 2006

Number of Number of

directors directors

$0 - $1,000,000 1 11
$3,500,001 - $4,000,000 - 1
$4,000,001 - $4,500,000 1 _
£8,500,001 - $9,000,000 1 _
$10,500,001 - $11,000,000 - 1
13 13

Details of director's and past director's emoluments, on a named basis for the year are as follows:

2007 20086
Retirement
Salaries and scheme
Fees allowances Bonuses contributions Total Total
$000 $000 $000 $000 $000 $000
Executive Directors
Mr. Douglas Li 80 7,706 518 561 8,865 10,765
Mr. Patrick Kai-lung Chan 80 3,467 508 334 4,389 3,768
Non-Executive Directors
Mr. Raymond Ping-luen Kwok 100 - - - 100 100
Mr. Ernest Ho-kai Lai 60 — - - 60 80
Mr. Michael Yick-kam Wong 200 - - - 200 200
Mr. Andrew Sing-tak So 80 — - - 80 80
Mr. Wing-yui Cheung 80 - - - 80 80
Mr. David Norman Prince 80 - - — 80 80
Mr. Wing-chung Yung @ 20 - - — 20 —
Dr. Eric Kacheung Ly, JP " 200 - - - 200 200
Mr. Leung-sing Ng, JP * 200 - - - 200 200
Mr. Xiang-dong Yang * 80 - - - 80 80
Mr. Eric Fock-kin Gan * © 200 - - - 200 106
Dr. Sachio Semmoto * @ - - - - - 86
1,460 11,173 1,026 895 14,554 15,825
2006 1,452 9,762 3,980 631
* independent Non-Exacutive Director
" Resigned on 4 Aprit 2007

@ Appoimed on 4 April 2007
54 Appointed on T December 2005
o Retired on 4 November 2005
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13

14

15

Five highest paid individuals
Of the five highest paid individuals, two (2006 two) are directors whose emoluments are disclosed in note 12. The aggregate of
the emoluments in respect of the other three {2006: three) individuals are as follows:

2007 2006
$000 $000
Salaries and allowances 7,242 6,661
Bonuses 765 746
Retirement scheme contributions 653 596
8,660 8,003

In addition to the above emoluments, the three highest paid individuals were granted share options under the Company's share
option scheme. The details of these benefits in kind are disclosed under the section “Share Option Scheme” in the Report of
the Directors and note 30.

The emcluments of the three (2006: three) highest paid individuals are within the following bands:

2007 2006

Number of Number of

individuals individuals

$2,000,001 - $2,500,000 z 2
$3.500,001 - $4,000,000 - ]
$4,000,001 - $4,500,000 1 _
3 3

Employee retirement benefits

The Group participates in two defined contribution retirement schemes, an Occupational Retirement Scheme ("ORSO*) and a
Mandatory Provident Fund Scheme (“MPF"), for employees (together “the Schemes™). The assets of the Schemes are held
separately from those of the Group in funds administered independently of the Group’s management.

Contributions to the QRSO scheme by the Group and the employees are calculated as specified percentages of each employee’s
basic salary. Where employees leave the scheme prior to the full vesting of the employer's contributions, the amount of forfeited
contributions is used to reduce the contributions payable by the Group. At 30 June 2006 and 2007, all available forfeited
contributions had been utilised by the Group to reduce its contributions payable.

The MPF scheme was established under 1the Hong Kong Mandatory Provident Fund Scheme Ordinance in Decermnber 2000 and
the Group’s employees may elect to join the MPF scheme. Both the Group and the employees are each required to make
contributions to the scheme at 5% of the employees’ relevant income, subject to a cap of monthly relevant income of $20,000.
Contributions to the scheme vest immediately.

Profit attributable to equity holders of the Company
The consolidated profit attributable to equity holders of the Company includes a profit of $53,753,000 (2006: $11,824,000)
which has been dealt with in the financiat statements of the Company.
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16 Dividends

2007 2006

$000 $000

Final dividend, proposed, of $0.27 (2006: $0.12) per share (note a) 156,387 69,935
Special cash dividend, proposed, of $0.85 (2006: nil} per share (note b) 492,329 —_
648,716 69,935

a At a meeting held on 28 August 2007, the directors proposed a final dividend of $0.27 per share. This proposed dividend

is not reflected as a dividend payable in these financial statements, but will be reflected as an appropriation of retained
profits for the year ending 30 June 2608,

b At a meeting held on 28 August 2007, the directors proposed a speciat cash dividend of $0.85 per share. This proposed

special cash dividend is not included as a dividend payable in these financial statements, but will be reflected as an
appropriation of retained profits for the year ending 30 June 2008.

17 Earnings per share

The calculations of basic and diluted earnings per share are based on the Group's profit attributable to equity holders of
$157,563,000 (20086: $70,020,000).

The basic earnings per share is based on the weighted average number of shares in issue during the year of 582,016,324 (2006:
582,791,428). The diluted earnings per share is based on 582,063,916 {2006: 582,889,237} shares which is the weighted
average number of shares in issue during the year plus the weighted average number of 47,592 (2006: 97,809) shares deemed
to be issued at no consideration if all outstanding options had been exercised.
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18 Fixed assets

Computer,
biiling and
Network office Other Network
Leasehold and testing telephone fixed under
improvements equipment equipment assets  construction Total
$000 $000 $000 $000 $000 $000
At 30 June 2005
Cost 209,817 3.872,57 514,803 63,388 423,204 5,083,883
Accurmulated depreciation (162,747} (2,380,266} {439,103} (48,728) — (3,030,844)
Net book amount 47,070 1,492,305 75,800 14,660 423,204 2,053,039
Year ended 30 June 2006
Opening net book amount 47,070 1,492,305 75,800 14,660 423,204 2,053,039
Exchange differences 108 — 143 53 — 304
Additions 24,978 5,108 48,528 5,194 275,419 359,228
Reclassifications — 482,285 — — (482,285} —
Disposals (692} (3,296} (219) (352) (688} (5,247}
Depreciation (31,175} (409,181} (33,784} {9,120} — (483,260)
Closing net book amount 40,289 1,667,222 90,468 10,435 215,650 1,924,064
At 30 June 2006
Cost 224,431 4,317,822 558,012 62,207 215,650 5,378,122
Accumulated depreciation (184,142} (2,750,600} (467,544) (51,772} — (3,454,058
Net book amount 40,289 1,567,222 90,468 10,435 215,650 1,924,064
Year ended 30 June 2007
Opening net book amount 40,289 1,567,222 90,468 10,435 215,650 1,924,064
Exchange differences 144 — 162 100 — 4086
Additions 28,445 14,172 25,425 6,541 315,075 389,658
Reclassifications — 252,318 — — {252,318) —
Disposals {457} (11,860) (52) (26} {960) (13,355}
Depreciation (25,470) (403,502} {35,942) (3.814} — {468,728)
Closing net book amaount 42,951 1,418,350 80,061 13,236 277,447 1,832,045
At 30 June 2007
Cost 201,985 4,550,531 564,944 60,362 277,447 5,655,269
Accumulated depreciation {159,034) (3,132,181) (484,883) (47,126) - (3,823,224)
Net book amount 42,951 1,418,350 80,061 13,236 277,447 1,832,045
At 30 June 2007, the net book amount of fixed assets held by the Group under finance leases amounted to $204,464,000 (2006:
$285,301,000.
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Investments in subsidiaries

a Investment in subsidiaries
2007 2006
$000 3000
Unlisted shares, at cost 939,189 939,189
Particulars of the principal subsidiaries at 30 June 2007 are as follows:
. Particulars of Group
Place of Principal activities and issued equity
Name incorporation place of operation share capital interest
SmarTone {(BVI) The British Investment holding and 1,000 crdinary 100%
Limited * Virgin Islands group financing in BVI shares of US$1
{"BVI") each
SmarTone Mobile Hong Kong Provision of mobile 100,000,600 100%
Communications services and sales of ordinary shares
Limited mobile telephones of $1 each
and accessories in
Hong Kong
SmarTone 3G Hong Kong Provision of 3G mobile 2 ordinary 100%
Limited services in Hong Kong shares of $1
each
SmarTone- Macau Provision of mobile 100,000 shares 72%
Comunicagdes services and sales of of MOP1Q0 each
Mbveis, S.A. mabile telephones and
accessories in Macau
BNEERE SRS The People's Provision of customer Registered 100%
HRAT] Republic of support services and capital of
China telemarketing services $9,200,000
in Maintand China
* Subsidiary held directly by the Company.
All of the above subsidiaries are limited liability companies.
b Amount due from a subsidiary
2007 2006
$000 $000
Amount due from a subsidiary 2,871,756 2,906,707
C Amount due to a subsidiary
2007 2006
$000 $000
Amount due to a subsidiary 403,845 397,921

The amounts due from/to subsidiaries are unsecured, interest-free and have no fixed terms of repayment.

Annual Report 2006/2007




For the year endad 30 June 2007
{Expressed in Hong Kong dollars)

20 Interestin an associate

NOTEeS TO The LoNnsolidatea rinancial otatements

2007 2006
$000 $000
Share of net assets - —
Amount due from an asscciate, less provision 1,812 1,812
1,812 1,812
2007 2006
$000 $000
At 1 July 2005, 30 June 2006 and 30 June 2007 1.812 1,812
The amount due from an associate is unsecured, interest free and has no fixed terms of repayment.
Particulars of the associate at 30 June 2007 are as follows:
Place of
incorparation Particulars of Interest
| Name and operation Principal activity issued shares held held
|
| New Top Finance The British Virgin Investment holding 375 ordinary shares 37.5%
I

Limited Islands of US$1 each

i The Group has not disclosed the assets, liabilities, accumulated losses and the unrecognised losses of the associate as the

amounts are immaterial to the Group.

21 Financial investments

2007 2006
$000 $000
Available-for-sale financial assets {a) 58,854 40,281
Held-to-maturity debt securities (b) 31,340 692,180
90,194 732,461
Less: Held-to-maturity debt securities maturing within one
year of the balance sheet date included under current assets {31,340} (660,237)
Total non-current financial investments 58,854 72,224
Available-for- Held-to-
sale financial maturity debt
assets securities Total
$000 $000 $000
Carrying value at 30 June 2007
Listed outside Hong Kong — 31,340 31.340
Unlisted, traded on inactive markets and of private issuers 58,854 — 58,854
|
1 58,854 31,340 90,194
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21 Financial investments (continued)

a

Available-for-sale financial assets

2007 2006

$000 $000
At 1 July 40,281 49,013
Additions 674 3,900
Revaluation surplus 17,899 —
Provisions for impairment recognised in the consolidated profit and loss acceunt - (12,632)
At 30 June 58,854 40,281
Held-to-maturity debt securities

2007 2006

$000 $000
At 1 July 692,180 1,086,780
Amortisation (806) (9,483)
Redemption upon maturity (660,238) (379,922}
Exchange differences 204 (5,195}
At 30 June 31,340 692,180

During the years ended 30 June 2006 and 2007, no gain or loss arose on the disposal of certain unlisted held-to-maturity
debt securities.

2007 2006

$000 $000

Proceeds from maturity of securities 660,238 379,922
Carrying value at dates of redemption/maturity (660,238) (379.822)

Net realised gain on disposal - —
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22 Intangible assets

Handset Mobile
subsidies licence fees Total
$000 $000 $000
At 30 June 2005
Cost 67,215 675,787 743,002
Accumulaied amortisation (16,142) (33,150) (49,292)
Net book amount 51,073 642,637 693,710
Year ended 30 June 2006
Opening net book amount 51,073 642,637 693,710
Additions 283,598 47,262 330,860
Amortisation * {166,209) {58,402} (224,611}
Closing net book amount 168,462 631,497 799,959
At 30 June 2006
Cost 345,571 723,049 1,068,620
Accumulated amortisation {177,109} {91,552) {268,661)
Net book amount 168,462 631,497 799,859
Year ended 30 June 2007
Opening net book amount 168,462 631,497 799,959
Additions 193,428 66,053 259,481
Amortisation * (212,231} (63,284) (275,515)
Closing net book amount 148,659 634,266 783,925
At 30 June 2007
Cost 327,482 789,102 1,116,584
Accumulated amortisation {177,823} (154,8346) (332,659)
Net book amount 149,659 634,266 783,925

The carrying amounts of the intangible assets approximate their fair values.

* Inciuded handset subsidies written off of $4,469,000 (2006: $4, 156,000).
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24

Inventories
2007 2006
$000 $000
Mobile telephones and accessories
Cost 90,547 86,882
Less: praovision for slow-moving and obsolete inventories (15,481} (7,310}
75,066 79,572

Inventories represent goods held for resale. At 30 June 2007, inventories carried at cost and inventories carried at net realisable
values amounted to $67,423,000 (2006; $76,447,000) and $7,643,000 {2006 $3,125,000), respectively.

The Group recognised $8,172,000 {20086 a reversal of $7,921,000) of provision for slow moving and obsolete inventories during
the year ended 30 Jure 2007. The amount recognised has been included in cost of inventories sold in the consolidated profit
and foss account.

Trade and other receivables

Group Company

2007 2006 2007 2006

$000 $G00 $000 $000

Trade receivables 192,423 166,136 - —
Less: provision for impairment of trade receivables (13,005) {14,241) - —
Trade receivables — net 179,418 151,895 - —
Deposits and prepayments 129,751 119,587 161 173
Other receivables 31,143 30,435 2,312 1,690
340,312 301,917 2,473 1.863

Less: deposits and prepayments — non-current portion  (47,673) (44,2986) - —
Current portion 292,639 257,821 2,473 1,863

The Group allows an average credit period of thirty days to its subscribers and other customers. An ageing analysis of trade
receivables, net of provisions, is as follows:

2007 2006

$000 $000

Current to 30 days 159,535 138,200
31 - 60 days 15,304 10,769
61 - 90 days 3,365 2,647
Over 90 days 1.214 379
179,418 161,895

There is no concentration of credit risk with respect to trade receivables, as the Group has a large number of customers.

The Group has recognised a loss of $11,519,000 (2006: $12,912,000) for the impairment of its trade receivables during the year
ended 30 June 2007. The loss has been included in other operating expenses in the consclidated profit and loss account.
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25 Cash and bank balances

Group Company

2007 2006 2007 2006

$000 $000 $000 $000

Short-term pledged bank deposits 324,395 320,130 320,068 315,804
Cash at bank and in hand 68,070 54,632 2,849 4,153
Short-term bank deposits 1,923,990 983,898 - —
Cash and cash equivalents 1,992,060 1,038,530 2,849 4,153
2,316,455 1,358,660 322,917 319,957

Of the pledged bank deposits, $200,933,000 {2006: $181,733,000) has been pledged as cash collateral for the Group's 3G
Licence performance bond as referred to in note 31 — “Commitments and contingent liabilities™.

26 Trade and other payables

Group Company

2007 2006 2007 2006

$000 $000 $000 $000

Trade payables 154,984 158,225 - —

Other payables and accruals 711,787 663,530 2,251 1,540

Current portion 866,771 821,755 2,251 1,540
An ageing analysis of trade payables is as follows:

2007 2006

$000 $000

Current to 30 days 75,656 92,994

31 -60 days 40,094 28,922

61 — 90 days 9,769 7,860

Over 90 days 29,465 28,449

154,984 158,225
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27 Deferred income tax

Deferred income tax for the Group's temporary differences arising from operations in Hong Kong and overseas is calculated at

17.56% {2006: 17.5%} and the appropriate current tax rates of ruling in the relevant countries respectively.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against
current tax liabilities and when the deferred income taxes relate to the same fiscal authority. The amounts determined after

appropriate offsetting, as shown in the consolidated balance sheet are as follows:

2007 2006
$000 $000
Deferred income tax assets - (5,450)
Deferred income tax habilities 129,613 138,443
129,613 132,993
The gross movement on the deferred income tax liabilities/{assets) is as follows:
Deferred
Deferred income income tax
tax liabilities in assets in
relation to relation 1o tax
accelerated tax losses Total
$G00 $000 $000
At 1 July 2005 158,393 (8.311) 150,082
Recognised in the consolidated profit and loss account
{note 11 {a)) {19,950} 2,861 {17,089
At 30 June 2006 138,443 {5,450} 132,993
At 1 July 20086 138,443 {5,450} 132,993
Recognised in the consclidated profit and loss account
(note 11 {al) (8,830} 5,450 {3,380}
At 30 June 2007 129,613 - 129,613

Deferred income tax assets are recognised for tax loss carry-forwards to the extent that the realisation of the related tax benefit

through the future taxable profits is probable.

The Group has not recognised deferred income tax assets of $11,664,000 (2006: $22,550,000} in respect of tax losses of
$66,651,000 (2006: $128,859,000). The tax losses do not expire under current tax legislation.
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28 Mobile licence fee liabilities

2007 2006
$000 $000
At 1 July 625,224 561,940
Additions 66,053 47,262
Accretion expenses included in consolidated profit and loss account (note 10} 76,834 66,022
Payment {52,407} (50,000}
At 30 June 715,704 625,224
Less: Maobile licence fee liabilities — current portion {65,895} (52,407)
Non-current portion 649,809 572,817
29 Share capital
Shares of
$0.1 each $000
Authorised
At 1 July 2005, 30 June 2006 and 30 June 2007 1,000,000,000 100,000
Issued and fully paid
At 1 July 2005 and 30 June 2006 582,791,428 58,272
fssue of new shares upon exercise of share options (a} 28,500 3
Repurchases of shares (b) (2,641,000} {264)
At 30 June 2007 580,178,928 58,018

a During the year ended 30 June 2007, options were exercised to subscribe for 28,500 shares in the Company at a
consideration of $248,000, of which $3,000 was credited to share capital and the balance of $245,000 was credited to the
share premium account. [n respect of the options exercised, an amount of $25,000 was reversed from the employee

share-based compensation reserve and credited to the share premium account.

b During the year ended 30 June 2007, the Company repurchased 2,641,000 shares on the HKSE. These repurchased
shares were cancelled prior to 30 June 2007. The total amount paid to acquire these shares of $22,082,000 was deducted

from shareholders’ equity.

Number of shares Price per share Aggregate

Month of repurchase repurchased Highest Lowest price paid
$000

November 2006 847,500 $7.45 $7.22 6,224
December 2006 66,000 $7.50 $7.50 4385
March 2007 139,500 $7.78 $7.50 1,069
May 2007 1,305,000 $9.12 $8.88 11,776
June 2007 283,000 $9.00 $8.76 2,518
2,641,000 22,082
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30 Share option scheme

Pursuant to the terms of the share option scheme adopted by the Company, the Company may grant options to the participants,
including directors and employees of the Group, to subscribe for shares of the Company. The details of the terms of the share
option scheme are disclosed under the section “Share Option Scheme™ in the Report of the Directors. A summary of the share

options issued is as follow.

a Movements in share options
2007 2006
Mumber of share options
At July 11,834,500 13,092,500
Exercised (28,500) —
Cancelled or lapsed {1.152,500) (1,258,000}
At 30 June 10,653,500 11,834,500
Share options vested at 30 June 10,58%,167 7,741,165
b Terms of unexpired and unexercised share options at balance sheet date

2007 2006

Number Number

Exercise of share of share

Date of grant Exercise pernod price options options

10 February 2003 10 February 2003 to 16 July 2011 $9.29 3,000,000 3,000,000

10 February 2003 2 May 2003 to 1 May 2012 $9.20 133,500 133,500

5 February 2004 5 February 2005 to 4 February 2014 £9.00 7,327,000 8,122,000

6 December 2004 6 December 2005 to 5 December 2014 $8.01 - 193,000

4 January 2005 4 January 2006 to 3 January 2015 $8.70 - 193,000

1 March 2005 1 March 2006 to 28 February 2015 $9.05 193,000 193,000
10,653,500 11,834,500

c No share options were granted during the year ended 30 June 2006 and 2007. The employee share-based payment
charged to the consolidated profit and loss account for the year was $866,000 (2006: $4,281.000).

d Details of share options exercised

Market value

Number per share at Proceeds

Exercise date of shares Exercise price exercise date received
$0c0

11 April 2007 28,500 $8.70 $9.30 248

No share options were exercised during the year ended 30 June 2006.
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For tha year ended 30 June 2007
{Expressed in Hong Kong dollars)

31 Commitments and contingent liabilities
a Capital commitments

INOLES LO UIC LONS0INAaleG rinandciail statcements

Capital commitments outstanding at 30 June 2007 not provided for in the financial statements were as follows:

Group

2007 2008
$000 $000

Contracted for
Fixed assets 53,178 41,932
Equity securities 3,557 7,628
Authorised but not contracted for 490,333 563,275
547,068 612,835

The Company did not have any capital commitments at 30 June 2007 (2006 Nil).

b Operating lease commitments

operating lease agreements. The leases have varying terms, escalation clauses and renewal rights.

The Group leases various retail outlets, offices, warehouses, transmission sites and leased lines under non-cancellable

At 30 June 2007, the total future minimum Jease payments under non-canceltable operating leases are payable as follows:

Group

2007 2006
$000 $000

Land and buildings and transmission sites
Within one year 363,793 310,143
After one year but within five years 245,054 257,311
After five years 27,939 35,264
636,786 602,718

Leased lines

Within one year 29,510 25,850
After one year but within five years 19,765 2,062
After five years 2,176 —
51,451 27,902

The Company did not have any operating lease commitments at 30 June 2007 {2006: Nij).
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31 Commitments and contingent liabilities (continved)

c

Performance bonds

Group Company
2007 2006 2007 2006
$000 $000 $000 $000
Hong Kong 3G Licence 401,865 351,243 401,865 351,243
Cther 1,942 1,842 - —
403,807 353,185 401,865 351,243

The performance bonds were issued by certain banks in favour of the Telecommunications Authorities of Hong Kong and
Macau in accordance with various telecommunications licences issued by those authorities to the Group. The banks’
obligations under the performance bonds are guaranteed by the Company and various subsidiaries of the Company.

On 22 October 2008, the fifth anniversary of the issue of the 3G Licence and subsequent to the payment of the fifth year
spectrum utilisation fee of $50 million, the performance bond was revised. The revised bond was for $402 million with a
duration of five years.

Lease out, lease back agreements

Under certain lease out, lease back agreements entered into during the year ended 30 June 1999, a subsidiary of the
Company has undertaken to guaraniee the obligations of the intermediary lessees to the lessors as agreed at the inception
of the lease for a period of 16 years. The directors are of the opinion that the risk of the subsidiary company being called
upon to honour this guarantee is remote and accordingly the directors do not consider that an estimate of the potential
financial effect of these contingencies can practically be made.

32 Related party transactions
The Group is controlled by Cellular 8 Holdings Ltd, which owns 52.82% of the Company's shares. The remaining 47.18% of the
shares are widely held. The ultimate holding company of the Group is SHKP, a company incorporated in Hong Kong.

During the year, the Group had significant transactions with certain fellow subsidiaries and associates of SHKP in the
ordinary course of business as set out below. All related party transactions are carried out in accordance with the terms of
the relevant agreements governing the transactions.

2007 2006
$000 $000
Operating lease rentals for land and buildings and transmission sites {i} 65,401 56,276
Insurance expense {ii} 3,630 5,436

(i) Operating lease rentals for land and buildings and transmission sites
Certain subsidiaries and associated companies of SHKP have leased premises to the Group for use as offices, retail
stores and warehouses and have granted licences to the Group for the installation of base stations, antennae and
telephone cables on certain premises owned by them.

For the year ended 30 June 2007, rental and licence fees paid and payable to subsidiaries and associated companies
of SHKP totalled $65,401,000 (2006: $56,276,000).

(il  Insurance services
Sun Hung Kai Properties Insurance Limited, a wholly owned subsidiary of SHKP, provide generat insurance services
to the Group. For the year ended 30 June 2007, insurance premiums paid and payable were $3,630,000 (2006:
$5,436,000).
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32 Related party transactions (continved)
b At 30 June 2007, the Group had an interest in an associate, the major shareholder of which is a subsidiary of SHKP. The
principal activity of the associate is to invest in an equity fund which primarily invests in technology related companies in
the People’s Republic of China.

c Key management compensation
For the year ended 30 June

2007 2006

$000 3000

Salaries and other short-term employee benefits 23,251 22,536
Share-hased payments 348 1,800
23,599 24,336

d The trading balances set out below with SHKP and its subsidiaries {the “SHKP Group”} {including buildings and estates
managed by the SHKP Group) are included within the relevant balance sheet items:

2007 2006
$000 $0C0
Trade receivables (note 24} 611 514
Depasits and prepayments {note 24) 4,407 3,942
Trade payables {note 26) 413 N
Other payables and accruals (note 26) 1,769 5716

The trading balances are unsecured, interest-free and repayable on similar terms to those offered to unrelated parties.

33 Ultimate holding company
The directors consider the ultimate helding company at 30 June 2007 to be Sun Hung Kai Properties Limited, a company
incorporated in Hong Kong with its shares listed on the main board of HKSE.
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BN AR ARBARAZHERE (11,015) {8,469)
BRI RERZRESS - {5,450)
T EEERTRE 124 —_
FERsERER 24,347 18,175
Frigf M = 27,664 7.768

2006/2007 £F 8




wro|a M T MR IR PN RT

BE2007F6HI0R 1 EF
(BB TR E)
11 FiBHHEY @
c BREEERABRAZAWEISHEEHE

2007 2006
$000 $000
HAERGH 19,235 19,705
BINHIR 12,377 8,327
31,612 28,032

12 HEMa

FHEMNTSARES IS BEESNT

2007 20086
$000 $000

IELITHE
ke 1,300 1,292

MITES
Hg 160 160
& RIER 11,173 9,762
AN 1,026 3,980
RS8R 895 631
13,254 14,533
14,554 15,825

REZE2006%F M2007F6 R30I FE @ BIEES -

s HRAEBRERIEBEZBBUBMEALAZELERARANBEMEZRAR AT ([FREME]) B b2 I

B

»  BMEUWMMEZERHN %

o WEEARSIWENATEHABMB L TAMESHE -

MU LRSS EERBEOSIZBAREGFERBEE - FRLSHMENZSECRERRS S BERETS)

— RN RS0 B -

BERBOQASERRAT

62




12 EBME &)

WEMS 2 oHEEMT -
2007 2006
EEmE BEHEHE
$0 - $1,000,000 " 11
$3.500,001 - $4,000,000 - 1
$4,000,001 - $4,500,000 1 —
$8,500,001 -~ $9,000,000 1 —
$10,500,001 — $11,000,000 - 1
13 13
FEFBIENEEE2HMSEEOT GREREEHN) ¢
2007 2006
Rtk
HeE HERABR E(31 8 B EIEER ok B
$000 $000 $000 $000 $000 $000
HOoEE
RAHESE 80 7.706 518 561 8,865 10,765
BRIBERE 80 3,467 508 334 4,389 3,768
EHTHE
ER 1R e A 100 - - - 100 100
iExLED €0 — — - 60 80
HIELELYE 200 - - - 200 200
BRELESE 8O - - - 80 80
Rk EE 80 - - - 80 80
BREE 80 - — — 80 80
Bk b s 20 - - - 20 —
FREELT - KEHS 200 - - - 200 20
RREXYE - KFEHL 200 - — — 200 2002
BRI L 80 - - - 80 80
[k g e o 200 - — - 200 106
Sachio Semmotof§+* @ — - - — — 86
1,460 11,173 1,026 895 14,554 15,825
2006 1,452 9,762 3,980 631
v BUHTTEE
o R2007FAHIEBE
2! B2007F4 848 BHET
@ F2005F12B1HBEF
“ R2005F 11 A48 B F
63 200672007 £ &1
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14

15

oA XM T A I} P oRT

2 E2007F6A308 1 F/F
(L8 T 2 (8
SEmmWAL

SREmEMALTH  282(2006: 22) BEE EHSOHRE 12808 - H435 (2006 : 38) AT Z2BHGBHOT ¢
2007 2006

$000 $000

FeREL 7,242 6,661
) 765 746
RS HBIHER 653 596
8,660 8,003

BRA LB - ARARBACFMBETBRLERFALRLBERE - ZFADRNIFBEREBRES

R8RS A &t ) — 65 R RESOM R -
3% (2006 : 3R} BmmBFATZEASHEBNT ¢

2007 2006

BEANK BRAZ

$2.000,001 - $2,500,000 2 2
$3,500,001 - $4,000,000 - 1
$4.000,001 - $4,500,000 1 —
3 3

EREKER

FRHAHERSEMARERRZENRIEH  RERERKRGHERWMECREHB (TEARRF W) (RRE
FRAMZRSESE]D - AFHUZARRFRM AR ARKE  YARUTRESAFRE -

ARARESABRERATHERZER  DREEBEFREET ST - AR T 2 BIE £ 7 ATHER
AN 2 R AT A S AR > FE L3R « 7 2006F 2200766 A30H « FRAREERKAHBITRERHIZK

2B ERAEHAREZ B -

BHESHETIR2000F 1 2ARBELRFMLHSHBIKARYT  FNAZERJEBESNENEHD - TRE
EEBYEREESRAF Zo%AFEES A EHRZ AF ERA$20,000 - X —EN FaMEHE - 2B

EOME -

F A RREERT

ERBMEEIEESUFOE-—HCH AT LR MR Z$53,753,000(2006 : $11,824,000) -

BRRTANEERELE

64




16 B2

2007 2006
$000 $000

BERHAE S - §853$0.27(2006 : $0.12) (Mftka) 156,387 69,935
BREEARERE - §R%$0.85(2006 ¢ &) (Miitb) 492,329 —
648,716 69,935

a M200778R28B BT EHLE  EERBERTENRS027 FHAKE - LEHBERS Y BRZFTUBERA
| FIBEMNERE - HEIHEEE2008%6 A30FLFE 2 RERFSIE -

b JA200748A28B BT &M I BEEAEEBMI0BSZRARERE - tLRERE IR ERII VR Z
EUBHRANFTABRMABRE  EEPIERE2008F6 B30 FR ZFREAHSIE -

17 BkEH
SREARBHANERE S SEE Y BT EGHFI$157,563,000(2006 : $70,020,000) 51 -

BREREFAIFEEAC BTG Z MEFHE582,016,324% (2006 : 582,791,428/%) 51 - SR HERF T3

W iE582,063,916F% (2006 : 582,889, 237/) i H - WRKEDEREANER#ITRIGZNEFTHE - Rine i BE
BARBITEREERAGUSRE T ETRG 2 NET 47,5920 (2006 : 97,8098 &t H -

65 2006/2007 £ 4§
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W

"7 ~ A0 FHX AKX PN L

BE2007F6 8308 1t FFH
(BT FIE)
BEEE
BhE - ¥8
HE BiER RBAZE Eit
MEERE A E THEE BTHEE HEBE pekect
3000 $000 $000 $000 $000 $000

®2005568308
A 209,817 3,872,571 514,903 63,388 423,204 5,083,883
e (162,747 (2,380,266) (439,103 (48,728) — {3,030,844)
EESE 47,070 1,492,305 75,800 14,660 423,204 2,053,039
BE20065E6 308 LLEH
ENMEREEE 47,070 1,492,305 75,800 14,660 423,204 2,053,039
ERZHE 108 _ 143 53 — 304
wRE 24,978 5,109 48,528 5,194 275.419 359,228
aNaE — 482,285 — — {482,285) —
HE {692) {3,296) (219) {352) (688) {5,247}
e {31,175) (409,181) (33,784) (9,120 - (483,260}
FRERDEE 40,289 1,667,222 90,468 10,435 215,650 1,924,064
R2006E6H 308
B 224,431 4,317,822 558,012 62,207 215,650 5,378,122
RiHTE (184,142)  (2,750,600) (467,544) {51,772 — {3,454,058)
EERE 40,289 1,667,222 90,468 10,435 215,650 1,924,084
BE20075E6A30HILEEE
ENEREFE £0,289 1,667,222 90,468 10,435 215,650 1,924,064
EAEE 144 — 162 100 - 406
RE 28,445 14,172 25,425 6,541 315,075 389,658
BEFTE — 252,318 — — {252,318) —
hE {457) {11,860) (52) (28) 1960) (13,355)
i {25,470) (403,502) {35,942) (3,814) — (468,728}
EREEFE 42,951 1,418,350 80,081 13,236 277,447 1,832,045
200756 H30B
%3 201,985 4,550,531 564,944 60,362 277,447 5,655,269
REtiH {159,034} (3,132,181 {484,883 (47,126) - (3,823,224}
IRERE 42,951 1,418,350 80,061 13.236 277,447 1,832,045

20076 A30R  AEENREHERA AT EEETREEA5$204,464,000(2006 : $285,301,000) ¢

BEAURNEARRELA
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19 RHBATZ2RE

a REBREZIRE

2007 2006
$000 $000
MR 2 RERE 939,189 939,189
M2007F6 A0 2 T EMBLORIFBFMT :
st TEEER 2%{T pig: |
INGES F 37 3 36 WERTIERD RE AR b 3%
SmarTone (BVI) HERZRE TREBECIBBEHS 1, 0000 ¥ { & 100%
Limited * RERBREARA BREEIET
HEEEM EH EEEREREBM 100,000,000/% 100%
HRAA BEERHEREBHS TRk
RE FRHEES
SmarTone 3G E# EEBIRMHIGED 2T RA 100%
Limited EAMEERRE FhAEEN
HERRSEA P EAMRYRSHER 100,000/% %49 72%
AM)BHEER LR BEREEREHES BREERME
REMH 1007,
EHBERERS hEAR EhERERT SR HmEx 100%
R BB 45 HAE R EEEERSE $9,200,000
Y EALAEEREZHERE -
T ERB AR AEREELE -
b EW--RMHBOR ZRE
2007 2006
$000 $000
7B U — PRI B B 2 B 2 FUA 2,871,756 2,906,707
¢ BEft—rMMBoIZRE
2007 2006
$000 $000
A —RE R LR 2 403,845 397,921

B/ EAMBARZRALRIER 28 REEERKE -

2006/2007 § W
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2 N = 2 B b oV S A o Y = e

EHE20075E6R308 1L FEH
(5458 T BifE)
BB AT
2007 2006
$000 $000
SIERESE - _
/NI E - R = 8 3 1,812 1.812
1,812 1,812
2007 2006
$000 £000
#2005F7H1B - 2006665308 R2007E6 A308 1,812 1,812
ER-HBE0rRBELEBER COREERTERMY -
200756 R30EZHME ORI FERLT ¢
A R HBERT
B BEME TEER B {5 2 AR FEiER
New Tep Finance Limited RBEZES BHEZR 37585 & R 37.5%
EBREHEIET
AREMELSIZEE - M - EXFERAFEEEBZ cHEFHEYTEE X ABYERB 2SS -

b g

2007 2006
$000 $000
AP ESERAE (a) 58,854 40,281
BEIHA 2% EFH (b) 31,340 692,180
90,194 732,461
RS FERIBHERRSHAZ
EERH(RETRBEERN) {31,340} (660,237)
ERDHTHIEEASE 58,854 72,224
A& HETEA
EREE ZEBERS R
$000 $000 $000
F2007F6 8308 2 REE
BREBELNER — 31,340 31,340
L - WIMNERN IS LR LR AR 58,854 — 58,854
58,854 31,340 90,194

BORURNRAARALH
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21 &RIEE 5
a HHEHduEsRER

2007 2006

$000 $000
w7A18 40,281 49,013
RE 674 3,800
BLERB 17,899 —
RECBRERERZAERE - (12,632}
M6 H30H 58,854 40,281

b #HEREERAZHEEES

2007 2006

$000 $000
®7A1B 692,180 1,086,780
iR (8086) (9,483
PR B ET R (660,238) (379,922
] 204 (5,195
#6A308 31,340 692,180
BEHZE20065R2007F6H30ALEE  HESTIHLTHEIHBZOHEHF T BHBELG -

2007 2006

$000 $000
BHRDHERE A 660,238 379,922
PEEHEA 2 EmE (660,238) {379,922

HE R -

2006/2007 S 6l




wh 8B A 40 HX AKX PN BRI
BE2007ECHIORILEH
(CEZR1:))
22 BERE
e
F AL RERER Fek
$000 $000 $000
2005568308
A 67,215 675,787 743,002
BHBH {16,142) {33,150) (49,292)
REZE 51,073 642,637 693,710
BE20065FE6A300 ILSFHK
FHREARE 51,073 642,637 693,710
prile) 283,598 47,262 330,860
i (166,209 {58,402) {224,611)
FRERERE 168,462 631,497 799,959
2 20065£6 5 30H
AR 345,571 723,049 1,068,620
g1 (177.109) {91,552) {268,661)
EEEE 168,462 631,497 799,959
BE2007F6ABLEE
THEESE 168,462 631,497 799,959
iy 193,428 66,053 259,481
i E (212,231) {63,284) {275,515)
FRE@MARE 149,659 634,266 783,925
¥r200756H 308
BE 327,482 789,102 1,116,584
RitEY {177.823) {154,836) {332,659)
BREWHE 149,659 634,266 783,925
EREE2EAAREATHES -
* EIEEHE T FHEE$4,469,000 (2006 : $4,156,000) °
ROBRURAMERLAB
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2007 2006
$000 $000

REUELEMG
B A 90,547 86,882
o OAEHEARTE EE {15,481) {7,310
75,066 79,572

GEEEREEERRIESR - N2007E6A308 - FE 2 FERERETR2REES R 5$67.423,000(2006 - $76,447,000
12 $7.643,000(2006 : $3.125,000) °

AEENEE2007E6 AR L FTEAERANEBREFE 2 BHA$8,172,000(2006 - @#$7,921,000) - E R
ZEREOREGSERR I HEERKEAA -

24 BUERXERRBEBHRRR

REE ¥ /N

2007 2006 2007 2006

$000 £000 $000 $000

EWERRBR 192,423 166,136 — —
B OEWHRER s RERE {13,005) 114,241) - —
B SEGBR—FE 179,418 151,895 - —
BeRBiAZE 129,751 119,587 161 173
H fth FE Y FRIR 31,143 30,435 2,312 1,690
340,312 301,917 2,473 1,863

W R e R BOA - JEEER S (47,673) (44.296) - —4
BENERER 53 292,639 257,621 2,473 1,863

AEMBTFRAERHBEEHTHIOCRZRRY - IRE#EEz BEERETRRSTOT ¢

71

2007 2006

$000 $000

EHE30X 159,535 138,200
31Z60R 15,304 10,76
61E90X 3,365 2,54

90F A £ 1,214 374

179,418 151,895

RRAREHAAEREFS  EUABEREEBRRZEERRBETRS

REZE2007F6A30A L FEF - AEECHRRZ RS 2 EIURERIEA%$11,519,000(2006 : $12,912,000) © %4

PERREGSRERZAMBERRA -

2006/2007 £ #
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Wi A A7 FROAXK PN RT

#EZ007F6 308 ILEFEF
(LUETHE)
HBERRITEFE
AEE b /N

2007 2006 2007 2006
$000 $000 $000 $000
EHR AR ITER 324,395 320.130 320,068 315,804
RITEZXERRE 68,070 54,632 2,849 4,153
BHETEX 1,923,990 983,898 - —
ReEEREEED 1,992,060 1,038,530 2,849 4,153
2,316,455 1,358,660 322,917 319,957

EEFRRITHFERF - $200,933,000(2006 : $181,733,000) D IEBIFARMAIGHBEANEE 7B EES (WHENTELRR
ARBATMINARL) -

RBHEXRHGEGRE
TEEH i NN
2007 2006 2007 2006
$000 $000 $000 $000
B EEER 154,984 158,225 - —
Hib M AR ER TR 711,787 663,530 2,251 1,540
BN ER & 3 866,771 821,755 2,251 1,540
B EERFIZERSTOT
2007 2006
$000 $000
BREIX 75,656 92,994
31EB0K 40,094 28,922
61E90X 9,769 7.860
Q0K LA L 29,465 28,449
154,984 158,225

BRBEQRNASELE
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27 BEMBR

FRERSESIEBESC 2 EREA I RIEFGFHD S AIRHE17.5% (2006 : 17.5%) LA MBEFRAITEA H

REHH -

BRAEHITRNGHEHAEERRARBAMEN  REEMBHPRE —MERE - RN SRIEMSHSE
ENRHEERAHE RESEEAMRANLZBEREHREETEZERMT

2007 2006
$000 $000
BREMEBAE - (5,450}
BIEREBEAM 129,613 138,443
129,613 132,993
BEFMESHAR (BE)Z@BFHMT

HREHnE EMHE

BIEZ®RIE BB T
ErisBiAa RSB EE mE
$000 $000 $000
#2005%7A18 158,393 (8,311) 150,082
RiGABRREZ (M1 @) {19,950) 2,861 (17,089
72006464308 138,443 (5,450) 132,993
M2006%7818 138,443 {5,450) 132,993
RIEEARERED (KN @) (8,830) 5,450 {3,380
¥:200746H 308 129,613 - 129,613

REBZ/RBBEBNERZELAGHAEERRAMZBEEMNETTEERRERTANTRZBS -

AEETERERBIBERSE6,651,000{2006 : $128,859,000) P E B EES11.664,000(2006 :

$22,5650,000) » REBBITHEES - ZEREB AL R -

2006/2007 F §F
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29

TN

A A A A 1K PN RT

BE2007F6HI0BIEFEH
(LA TP )
HMEERRBREES R
2007 2006
$000 $000
®7A1H 625,224 561,940
RE 66,053 47,262
HFAZSBHERERREZ (HE10) 76,834 66,022
R (52.407) {50,000)
MeHA30R 715,704 625,224
BoORBBMEAEEBAG-IEBEEY (65,895) {52,407
FERIEEE 5 649,809 572,817
BE
HRH{E
$0.1EZBE(R $000
gt
F:20055£7H18 -~ 200656308 &2 2007568308 1,000,000,000 100,000
BERITRER
7200657 18 k2006546 A30H8 582,791,428 58,279
BITERREMZ ITH Q) 28,500 3
f& B A% 15 (b) {2,641,000) {264)
2007 6H 308 580,178,928 58,018

a REZE2007FE6A30HLEE - (TEBREZEE D F)28,500R 810 - 18 5$248,000 + HF$3,0005F AR
A B $245 0005t ARG RMAR - MEHTEBREZEIE @ $25.0000B S HAHEPIERE R ARG ED

iR o

b WMERE2007FE6A30H ILEE - KD RIREZERHEI2 641,000080210 - S OAR DR 2007FE6 7308 271
WE M - GIRBZSRGAS 2 E8%22,082,0008 (e RiERE P IR o

FALHEE

BEz Af e EE Be &K AT B 48
$000

2006511 H 847,500 $7.45 $7.22 5,224
2008412 A 66,000 $7.50 $7.50 495
20074 3A8 139,500 $7.78 $7.50 1,069
2007458 1,305,000 $9.12 $8.88 11,776
2007F6AH 283,000 $9.00 $3.76 2,518
2,641,000 22,082

UEEOANOORLE
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30 EEREERETS

BEFRAMFEABRES 2GR FARTRT2EAT (QREEEFRER) BARMRRBAQRZRG -

BREZGRAERAFeREC MRS —HRE - CHROTRBERLNT -

a [BEEZRD

2007 2006
BERESE

»7E18 11,834,500 13,092,500
BT {28,500) —
SA R {1,152,500) {1,258,000)
6H30R 10,653,500 11,834,500
RERABFHE R EY 2 BRRE 10,589,167 7.741,165

b REEARINEBARARTEZERE
2007 2006
BHBeH ITEHR IR X ENRE BRESE
20032 F10B 2003F2H10BE20114E7H168 $9.29 3,000,000 3,000,000
20032 H108 2003%5A28ZE2012F5A1H $9.20 133,500 133,500
2004%2A5H 200552 AsAE2014F2R4H $9.00 7,327,000 8,122,000
2004512868  2005€12H6R E2014F128508 $3.01 - 193,000
20051848 20061 A4H 220164t F3H $8.70 - 193,000
2005 3H1H 20064318 Z2015% 28288 $9.05 193,000 193,000
10,653,500 11,834,500

¢ HE2006FR2007F6A0BLFEHERLBER - FEECHARSARRAZBRDITZRRE

$866,000{2006 : $4,.281,000) -

d B EREEs

RITEAH
1765 8 H R in 8 H < ZRAE CIEEE et
$000
200748118 28,500 $9.30 248

B E2006F6 A0H - EHIB|ITHBAE -

2006/2007 ¥ £
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31 RRRUAAR

a

B E2007F6R0R 1L FEF
(LSBT RE)
B AR F R
R2007F6A30B R FHERNUBBRRAEREZEARAELT -
A4 E
2007 2006
$000 $000
[FHED
BEE&EE 53,178 41,932
Re 3B % 3,557 7,628
EEEEERTH 490,333 563,275
547,068 612.835

MR2007F6A308 « AL FI BRI E A AR (2006 - &) -

BT AR

AEEUTRESEHEGAERSEATESE HOoE  HE  WERERER - 2SHGESTRER -
A MR R EOREF

R200746A30H « TAHHBEAARMNZARBERSHREHOT

A

2007 2006
$000 $000

T RiE T R R
11 363,793 310,143
1FEBERSERA 245,054 257,311
BFE & 27,939 35,264
636,786 602,718

g4

1R 29,510 25,850
1FREBEREERN 19,765 2,052
SF1# 2,176 -
51,451 27.902

20076 H30H « AR Y BEMEEHE 2 (2006 &) -

BORURCETRAA
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31 ABERAAREE 5

C

32 fABEATZRS
AEMHCellular 8 Holdings Limited{ZE#| » AT AR R F)52.82% (7 - B T47.18%WHAUMBZHE - 4
RAEIZBRERRTNAMBELE - —RARFEETMRIZAAR -

a

200672007 1 43

BHRES
AL BLF
2007 2006 2007 2006
$000 $000 $000 $000
FEHBIGHEIR 401,865 351,243 401,865 351,243
H 1,942 1,942 - _
403,807 353,185 401,865 351,243

ATRAMNEERAMZEAEERAA RS HEREMRKGRR - AXSHIRLAHRE - F2AR
ZRUEBLACHERBITEANRBETZHEEHRER -

F2006F 104220 - BT HIGHBESAEY B - BX{THLF 545 A $50,000,000(% - MOREEL S
i - MBI ET 2 (R B £ 5$402,000,000 - FHIASHE -

hmiH - HERHE
BEETHRHREIO9F6A0REFHETLZHE BERY - KRR -—RABBARERERNERB 2B
EREHAARBRINABEEZGBAD - AM6F - HERBSFEMB ORI HERLIRDEZABEH -
HRRRLBERAAMZBEEMBREEELEL T TOER -

AEEAN  FAEERABENESTRAMLB AT EBELAEEREBERPETZEARZHIIN T -
PHREATZEROEREAT RS 2 AMIBRIFTUETT -

2007 2006

$000 $000
T EEFERRBMEEBERS ) 65,401 56,276
R E B G) 3,630 5,436

(i) ITHEBEFTRUBUIEEHAMES
FREMWEETHEAARBELTRAAYRF-EE H#IFEFR FEERKALZA  ¥MNEEH
BHHAE  URESESZETHRELTREN - RERBEEM -

BE2007E6F30BLFEE - AEACRHEES PHREREZMBARRBECTZHESMIFEE
B4 % 5$65,401,000(2006 : $56,276,000) »

il HRBRER
HEEME,2EMNBLRHBERERBAB AT - mAEMBH—RRERS - #1E2007F6A30
BEE BN EES 2RSS H5%$3,630,000(2006 : $5,436,000) ©




s | AT R 1} PN oRx
BE2007ECHI0RILHE
(BT R E)

32 MEATZES @
b H2007F6A30R - FEMRARURRFAEN - ZMEQR CTERRANBEREZMEB AR - B2
DRAETERANPERES MEZERNTERBAURTEARENBRAZHBEHBEAE -

c TEEEAEME

HT6A308ILERE
2007 2006
$000 $000
FEREMTHERER 23,251 22,536
H% 495 5 B 348 1,800
23,599 24,336

d HEFNBEHERAHBOR(IHSELESD) (AZFBENERETEZETRERE) ZRSEH B
stARBHzEERARARAR AT

2007 2006
$000 $000
FEU R RE IR (B3t 24) 611 514
e RESKE (M EF24) 4,407 3,942
R RER (M) 413 91
Hoih 7R T BB R FE A R0 08 (B 286) 1,769 5,716

TERBABER  2ERARABMREA LR ZALUGRERN -

33 BRERAS
R2007E6H300  EENRYGENESRARATNARKIERAR - FABBEIREARMRTZAE - B
BRI BB AT LR LT o

END

HODEMEBRALA
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